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THURSDAY, MARCH 19, 1953 


House or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:12 a. m., in room 
1302, New House Office Building, Hon. Charles B. Brownson (chair- 
man of the subcommittee) presiding. 

Mr. Brownson. The meeting of the International Operations 
Subcommittee of the House Committee on Government Operations 
will come to order. The staff director will call the roll, please. 

Mr. Mountarn. Congressman Brownson? 

Mr. Brownson. Here. 

Mr. Mountain. Congressman Meader? 

(Absent; appeared later.) 

Mr. Mounrarn. Congressman Judd? 

Mr. Jupp. Here. 

Mr. Mountain. Congresswoman St. George? 

Mrs. St. Georae. Here. 

Mr. Mountain. Congressman Lantaff? 

Mr. Lantarr. Here. 

Mr. Mountain. Congressman Holtzman? 

Mr. Hotrzman. Here. 

Mr. Mountain. Congressman Dodd? 

(Absent. ) 

Mr. Brownson. The International Operations Subcommittee of 
the Committee on Government Operations is charged, among other 
things, with the responsibility of investigating and reporting upon 
expenditures made by the various United States Government agencies 
operating overseas with a view to determining economy and efficiency. 
Generally speaking, these agencies have had available for their use 
two distinct types of funds; namely, dollar funds that have been ap- 
propriated by the Congress of the United States and foreign credits 
that have not been subject to the congressional safeguards of the 
appropriation procedure. 

The subcommittee is, of course, concerned with the expenditure of 
appropriated funds and will examine these expenditures carefully. 
Our initial interest, however, is in the use of those nonappropriated 
moneys which have been accruing since World War II and which have 
been spent in large amounts without direct charge against any dollar 
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appropriations in connection with our many programs abroad. This 
interest is a natural complement of the fundamental responsibility 
of the Congress to allocate funds for the operation of executive agencies 
and to insure that such funds are spent efficiently and wisely. 

In this, our opening hearing, we intend to inquire into the expendi- 
tures of nonappropriated funds using as a starting point the construc- 
tion program carried out in 1951 in the Bonn-Bad Godesberg area of 
Germany by the office of the United States High Commissioner for 
Germany. We have selected this program because we feel that this 
German project will be a good introduction for the subcommittee in 
its larger inquiry into the overall use of this type of funds. While we 
will examine the policy reasons which led to the initiation of the 
Bonn-Bad Godesberg area project, our primary object is to identify 
the nature of the funds utilized, the authority of the High Commis- 
sioner’s office to use them, the degree of control exercised by the 
Department of State over their use, the purposes for which they were 
spent, and their general relationship to other similar funds owned by 
or under the control of the United States Government in Germany. 

Inasmuch as this is the first of a series of hearings on the same 
subject, we will receive first of all some general testimony concerning 
the various types of nonappropriated funds available for the use of 
the United States throughout the world and the funds uniquely 
available in occupied areas. 

We are particularly indebted to the Department of State, the 
office of the Director of Mutual Security, and to the General Account- 
Office, all of whom cooperated to the fullest extent to insure that the 
subcommittee would receive a full and accurate picture of the sub- 
ject. We hope that this cooperation will continue during the hear- 
ings for we feel that the information developed today and hereafter 
should be of great help not only to the Congress in carrying out its 
legislative mandate and to congressional committees, but also to 
the Department of State and other agencies concerned with American 
foreigr programs in the exercise of their tremendous responsibilities. 
Finally, we are confident that the hearings will be of great interest 
to the American people and will assist them in their appreciation and 
evaluation of United States programs abroad. 

We would like to call as the first witness Mr. John Murphy, Comp- 
troller for the office of the Director of Mutual Security. Mr. Murphy. 

Mr. Murpuy. In view of the complicated nature of the testimony 
that I have to offer, I have a couple of gentlemen with me who might 
help in answering some of the questions. 

Mr. Brownson: Would you please bring them up with you. 

May I ask that the three of you who are going to testify stand 
up and be sworn? 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth so help you God? 

Mr. Murpny. I do. 

Mr. DrAnae.is. I do. 

Mr. Morsn. I do. 

Mr. Brownson. May I ask that you give your full names and your 
official designations so that we will have full identification for the 
record. 

Mr. Murpny. My name is John E. Murphy. I am employed in 
the Executive Office of the President in the Office of the Director for 
Mutual Security as comptroller. 
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Mr. DeAnGe.is. My name is Manlio F. DeAngelis. I am deputy 
director, budget division, Mutual Security Agency. 

Mr. Morsp. My name is Peter Kenneth Morse. I am employed 
by the Mutual Security Agency in the office of the General Counsel. 

Mr. Brownson. Do you have a statement, Mr. Murphy, with 
which you wish to open your presentation? 

Mr. Murpny. Yes, Mr. Chairman, it is not a prepared statement 
but I propose to speak extemporaneously from an outline I have here. 

Mr. Brownson. We are interested, as I imagine you have been 
told by the staff, in determining the number and types of unappro- 
priated funds available for use in Germany, in a description of the 
origin of these funds and as much information as you have as to the 
present status of the amount of money in each of these funds. 


TESTIMONY OF JOHN E. MURPHY, COMPTROLLER FOR THE 
OFFICE OF THE DIRECTOR OF MUTUAL SECURITY; ACCOM- 
PANIED BY MANLIO F. DE ANGELIS, DEPUTY DIRECTOR, BUDGET 
DIVISION, MUTUAL SECURITY AGENCY; AND PETER KENNETH 
MORSE, OFFICE OF THE GENERAL COUNSEL, MUTUAL SECURITY 
AGENCY 


Mr. Murpuy. I see, sir. Mr. Chairman, in discussing local cur- 
rency operations of the United States Government generally I think 
it would be helpful if we could divide the currencies into three groups 
according to the ways by which they become available. I have, for 
my purposes, divided them into a group called ge nerated local cur- 
rencies, a second group called contributed loc al currencies, and of 
course the third group is the purchased local currencies. 

I propose to explain each of these and take them in that order as I 
go along. 

By generated local currencies I mean currencies which become 
available in the countries receiving aid by reason of the release into the 
economies of those countries of commodities supplied under the 
various aid programs. Now the concept of getting a portion of such 
local currencies for use of the administering agencies to the best 
of my knowledge originated not with a unilateral United States 
program, but with the UNRRA program which started shortly after 
the close of World War Il. UNRRA, in working out the aid with 
the various recipient governments, provided in the agreements that 
the sales proceeds of the commodities released into its economy would 
be used: (1) For the specific rehabilitation project approved by 
UNRRA; and (2) to defray the expenses incurred by UNRRA in 
the countries in administering the program. 

I would like to stress the fact that the agreements said “sales 
proceeds” because to the extent that the commodities were used for 
capital construction, particularly public construction (such as the 
building of a bridge) they would not generate any local currencies 
and likewise to the extent that the commodities were delivered to the 
recipients free, no local currencies would be generated. In addition 
to that where local currencies were received in payment for the 
commodities, expenses were deducted by the countries receiving the 
aid, the expenses of distribution were deducted, so that the ‘local 
currency which became available to UNRRA was net sales proceeds. 
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In 1947, in May, the United States Congress passed two acts; 
one, the American relief program, Public Law 84, which was passed 
on the 31st of May 1947, and which was a program to provide for 
supplying food and medical supplies, clothing, fuels, pesticides, and 
seeds to several countries, among which were Austria, Greece, Italy, 
Trieste, and China. 

The second program, Public Law 75, the Greek-Turkish aid pro- 
gram, which again was a program designed only to assist Greece and 
Turkey. 

In Public Law 84 the Congress adopted the UNRRA practice by 
writing into the law a specific section which required all of the recipient 
countries to deposit the sales proceeds of aid delivered to them under 
the program, and special accounts were required to be set up, and 
also by requiring that the countries agree that those proceeds could 
only be used for specific relief and work-relief purposes approved by 
the United States and also for the expenses of the United States in 
the countries in administering the aid program. 

Public Law 75, the Greek- Turkish Aid Act, did not contain a similar 
provision, but it did give the President broad powers to determine 
the conditions under which aid would be delivered and pursuant to 
that authority, local currency was obtained from recipient countries 
in a similar manner. 

Following that, late in that year, in December, the Foreign Aid Act 
of 1947 was passed, Public Law 389, which was more popularly known, 
I believe, as interim aid, and in this law which incidentally was passed 
to alleviate conditions of hunger and cold and to prevent economic 
retrogression in Austria, China, France, and [taly, Congress for the 
first time adopted the ‘‘commensurate value”’ approach or the “landed 
cost” approach and tl ey stipulated in section 5 (b) of that act that 
the recipient countries would be required to deposit the equivalent 
in local currency of the dollar value of the aid extended by the United 
States. So for the first time we abandoned the “net sales proceeds’”’ 
concept. 

Along about this same time in 1948, I believe, the Department of 
Defense which was administering the disease and unrest program in 
Germany and Austria also started to obtain sales proceeds on com- 
modities which were being released into the German economy. That 
decision and the act of obtaining those proceeds, I understand, brought 
about the basic establishment of the GARIOA special account in 
which your committee is particularly interested. ’ 

In the interest of keeping this history chronologically in line I would 
propose, if the committee permits, to proceed with the discussion of 
the ECA Act which was passed in the spring of 1948 and later on revert 
to a little more detailed discussion of the GARIOA special account. 
The ECA Act which was passed on April 3, 1948, again, in section 
115 (b) (6) provided for the establishment of a special account in each 
country which was to receive aid under the ECA and for the deposit 
into this account of the ‘‘“commensurate value” of the United States 
aid extended to the country. The Congress, in enacting the appro- 
priation legislation to carry out the EC A in Public Law 7 793, further 
stipulated ‘that not less than 5 percent of the moneys deposited into 
this special account would be retained for United States use. Last 
year in the Mutual Security Act of 1952, section 9 (b) amended that 
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percentage floor to be 10 percent rather than 5 percent. That Mutual 
Security Act of 1952 was passed on June 20, 1952. 

Congress set out three purposes in the basic ECA Act for which the 
currency deposited into the special account would be used. First 
they indicated the desire that they be used to further the advancement 
of any institution of two or more European countries which was trying 
to achieve freer exchange of European currency and liberalization of 
European trade. They also indicated a desire that it be used for 
programs of monetary and financial stabilization and for programs 
that stimulated productivity and the development of new sources of 
wealth in the form of strategic materials and so forth. Later on by the 
Mutual Security Act of 1951 Congress wrote in a fourth purpose, 
which was for military production, construction, and for equipment 
and materiel. I think at this time it might be appropriate if I gave a 
brief description of the actual mechanics by which the local currency 
is deposited in these accounts. 

The United States negotiates levels of aid with various governments 
in each fiscal year and as a result of the negotiations allotments are 
issued to various countries which bestow on those countries the 
authority to submit requests for procurement authorizations from 
the United States. The countries come in with these requests for 
procurement authorizations within the amounts of the overall allot- 
ments that are given to them. They stipulate what they would like 
to buy, how much of it, and they indicate in a general way the uses 
to which they would propose to put the commodities involved. Those 
procurement authorization requests are reviewed by MSA in Wash- 
ington and if they are in order a procurement authorization is issued 
by MSA in Washington which, in essence, is an authority to the 
country involved to procure the materials involved in the authoriza- 
tion at the prices indicated for the account of the United States. As 
a result of these authorizations and as a result of the procurement 
undertaken by the foreign governments pursuant to them, suppliers 
in the United States and elsewhere actually make ready and ship 
commodities to the countries involved, and those suppliers put in 
their bills to the MSA in Washington and they of course get paid 
after the bills are properly audited. Each month the Comptroller of 
MSA in Washington dispatches to the MSA country missions a state- 
ment of expenditures that have been made in Washington during that 
month for each of the countries involved, and spells out in considerable 
detail the particular procurement authorizations on which the expendi- 
tures were based and, of course, gives the sum total of the expenditures 
for the month and the cumulative since the inception of the program. 

As a result of these monthly notifications the MSA missions approach 
the recipient countries, advise them of the expenditures made by the 
United States during the month on their behalf and request them to 
deposit into this special account which I have mentioned local currency 
having the commensurate value of the expenditure by the United 
States. Simultaneously they request the immediate transfer from 
that special account of the 5 percent or 10 percent which must be 
reserved for United States use, according to law. 

Mr. Jupp. Mr. Chairman, they transfer where? 

Mr. Murpuy. They transfer into an account in the name of the 
United States disbursing office which handles the account for the MSA 
mission concerned. 
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Mr. Jupp. And we have sole control of those funds? 

Mr. Murpny. That is right, they become United States funds. 
They come into the accounts of the United States Treasury at that 
point. 

Mr. Jupp. We do not have to consult with the recipent country 
or its officials at all as to the use of those funds thereafter. 

Mr. Murpuy. That is substantially correct, sir. There are some 
problems that do arise occasionally on which we do consult with 
them. We have authority under the law now to convert these local 
currencies from one type into another. 

Mr. Jupp. What does that mean? 

Mr. Murpny. We can take, for example, German deutschemarks 
and convert them into French francs and use them in France for 
United States purchases the same as we could have used them in 
Germany, and in some cases we do have to consult with the govern- 
ment involved because of the agreements under which we operate 
with those countries if we are taking the currency out of their area. 

Mr. Brownson. You are talking about the 10 percent? 

Mr. Murpny. Yes; I am talking | about the 10 percent. There is no 
conversion allowed on the 90 percent or 95 percent account. As a 
matter of fact, those funds remain in the accounts of the governments 
involved. They do not come into the United States accounts. 

Mr. Meaper. Mr. Chairman, at what exchange rate are these local 
currencies deposited to the account of the United States? Is it at 
some rate fixed in advance, or is it at the current rate? 

Mr. Murpny. It is at the current rate, the equivalent of the dollar 
value at the time the expenditure was made. 

Mr. Jupp. Mr. Chairman, are those accounts kept in dollars or are 
they kept in deutschemarks? 

Mr. Murpnry. The accounts of the disbursing officers are kept only 
in deutschemarks, but for purposes of reporting we frequently convert 
them into dollar equivalents in order to get the picture of the overall. 
If you are making up an overall report that covers several countries, 
obviously you cannot add deutschemarks and French francs and 
British pounds and come out with a figure that is comprehensible, so 
they are converted for our own reporting purposes. 

Mr. Jupp. But they are never used as dollars? 

Mr. Murpny. No. 

Mr. Jupp. And when you convert into other currency, it is accord- 
ing to whatever is the going exchange rate of those currencies? 

Mr. Murpny. Between the two currencies involved; yes, sir. 

Mr. Jupp. And in some places there isn’t any current rate? 

Mr. Murpuy. That is correct. In some places they cannot take 
the currency and obtain another currency for it freely. 

The proposals for the utilization of the funds that are deposited 
and remain in the 90 percent or 95 percent account remain in the 
government involved and usually are formulated by the country in 
consultation with the MSA mission involved and the MSA mission 
recommendations are examined by the United States Special Repre- 
sentative in Europe, an office located in Paris, France, and further 
by MSA in Washington, and where matters of international mone- 
tary or financial policy are involved the National Advisory Council 
is consulted. 
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‘The first step is to try to obtain agreement on the level of expendi- 
tures to take place in a given fiscal year in a country. After the level 
of expenditures is more or less agreed upon then they get down to 
specific projects and decide on exactly what will be done within that 
level of expenditures, and when agreement is reached at that point 
the funds then become available for withdrawal by the other country 
for the purposes approved. 

Mr. Lanrarr. Mr. Chairman, is there any supervision from that 
point on? When the 90 percent or 95 percent of the funds are with- 
drawn for a particular project, is there any supervision on our part 
from that point on? 

Mr. Murpuy. There is general supervision of the whole program 
and a definite check to see that the countries use the local currencies 
for the purposes for which they are approved. 

Mr. Houtzman. Mr. Chairman, do we have a bicountry setup with 
respect to the disposition of those funds? 

Mr. Murpuy. | didn’t hear the first part of that question. 

Mr. Hoitzman. Would it be a bicountry setup where it requires 
some supervision by both countries, both our country and the country 
getting the funds with respect to that 90 percent or the 95 percent? 

Mr. Murpuy. Yes;inasense. ‘The money is paid into the account 
in the name of the other country and the projects are approved and 
the MSA mission controllers make a check on expenditures from that 
account to see that the funds were spent for the purposes which the 
United States approved. 

Mr. Meaper. Mr. Chairman, just where in our Government is the 
responsibility for the exercise of discretion as to the projects author- 
ized out of the 95 percent fund? 

Mr. Murpuy. It is at several levels. First of all the MSA mission 
in the country involved plays an important role in trying to steer the 
country to the projects which the United States would consider 
desirable projects. Their recommendations are subject to review a 
at two different levels after that, first the regional level in Paris, 
France, and later the Washington level, and all of it is done within 
international and monetary financial policies prescribed by the 
National Advisory Council. 

Mr. Meaper. I got the impression that our Mutual Security people 
have the attitude that these 95 percent funds are pretty much the 
property of the foreign government and that we exercise only a very 
weak veto and frequently don’t really do very much in screening 
these projects. Am I correct in that? 

Mr. Murpay. I certainly could not agree with that situation. You 
may have gotten that impression, but I am sure it is not the general 
impression within the MSA. ‘They take a very strong view on the 
importance of the proper utilization of these currencies and to the 
best of my knowledge, and I have been in this program now for some 
years, they feel that they have a valid veto over any proposed use by 
the country which would not meet the screened review by the United 
States elements. 

Mrs. St. GzorGe. Isn’t it a fact that these projects are all instigated 
by the countries themselves? In other words, the United States has 
the veto power but the United States cannot initiate a project? | 
am thinking notably of a case in Germany where I understand that 
our Government, various agencies of it, have tried to promote re- 
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building of a hospital that was supposedly bombed by American air- 
men, and the German Government has steadfastly refused to do that, 
showing that we do not have control. In other words, they have got 
to initiate the project. Isn’t that correct? 

Mr. Murpuy. That is basically correct. The funds are owned by 
the other country and they do instigate most of the plans. We 
bring whatever influence we can to bear on them to do things that 
are worth while for the overall economy of the country concerned. 
It is true that we cannot say ‘‘You must do this project.” 

On the other hand, we can stop them from doing things which we 
do not consider beneficial and it is possible, of course, to visualize 
an impasse where they do not want to do the things we want them to 
do and we will not approve the things they want to do, but we have 
never come into that situation, to my knowledge. 

Mr. Jupp. May I pursue that point, Mr. Chairman? 

Mr. Brownson. Yes, Dr. Judd. 

Mr. Jupp. When this thing was presented to us in the ECA, I 
remember this illustration being given to the Committee on Foreign 
Affairs, that there would be cases in Italy, for example, where perhaps 
the most urgent problem the country faces was an excess of paper 
currency that was exerting undue inflationary pressure and the United 
States in such cases would insist that paper currency be put into the 
counterpart fund, and thus be sterilized or it would even be burned 
and gotten out of circulation to help with the anti-inflation program 
in that country. 

Mr. Murpny. That is correct. 

Mr. Jupp. Would such a step to take excess currency out of circu- 
lation have to be initiated by the recipient country? 

Mr. Murruy. No, because having the veto power over the expendi- 
tures from the fund we can stop any expenditure which we think 
would be inflationary in nature. 

When I spoke about the proposals being formulated by their coun- 
try I mentioned that they were brought up through the MAS for 
review and the first thing we attempte 1d to do was to reach agreement 
on the level of expenditures. The very important factor in “Teaching 
that agreement is the inflationary effect of the expenditures in the 
economy of the country and we therefore, where the situation demands 
it, hold down the level of expenditures first and therefore hold down 
the amount that may be spent for specific projects within that level. 

Mr. Jupp. If Italy wanted to use these funds for something it had 
in mind, paying unemployment compensation or keeping people on 
the payroll who were not working, rather than lian care of them 
een relief rolls, or if they wanted to spend more and we wanted 
them to spend less, have you always been able to reach a voluntary 
agreement? We haven’t had to exercise the veto in those cases? 

Mr. Murpuy. We have on innumerable occasions refused permis- 
sion to go ahead with projects in particular countries. 

Mr. Jupp. I notice you said you understood we have the right to 
exercise the veto, but I wanted to be sure that we had exercised it. 

Mr. Murpuy. Oh, yes; we do. 

If I may turn to the 5-percent-10-percent account which is in the 
hands of the United States disbursing officials, I would like to men- 
tion a few of the uses to which those local currencies can be put under 
the law. First of all they may be used for procurement of materials 
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in which the United States is either deficient or potentially deficient. 
Secondly, they can be used for the administrative and operating 
expenses of the United States incident to the mutual security program. 
They may also be turned over to the United States Treasury. If 
there is a surplus of the local currency in a particular country above 
the needs for either strategic materials or mutual security program 
requirements, they may be turned in to the Treasury and sold by the 
United States Treasury to any other Government agency which has 
needs for those particular types of local currency or in certain in- 
stances they may be given away by the Treasury to United States 
Government agencies for particular purposes approved by law with- 
out reimbursement. 

Mr. Brownson. Has there been a history of those funds actually 
being turned back to the United States Treasury by the MSA? 

Mr. Mureny. The cumulative amount of these 5-10 percent funds 
that have been turned over to the Treasury through the year 1952, 
the end of 1952, is approximately $76 million. That is out of a gross 
amount available to the United States in these 5-percent and 10-percent 
accounts of slightly over $500 million. So I would say there is about 
15 percent of the amounts that have been turned over to the United 
States Government use which have actually been made available to the 
Treasury Department for these other uses which I have mentioned. 

Mr. Brownson. Do you know what use has been made of those 
funds after they have been turned back to the Treasury Department? 

Mr. Murpuy. I know generally some of the uses. I do not have 
all of the details, of course, but they have been used for simple sale to 
agencies who would otherwise be buying the currency in the country 
involved to meet their own requirements in the countries involved, for 
such purposes as rent and utilities. They have been turned over to 
the State Department where, when Congress 2 years ago stipulated 
that so much of the State Department authorization to incur obliga- 
tions would have to be confined to expenditures for which local cur- 
rency could be used, the Treasury Department made currency 
available to the State Department in that vear to allow the State 
Department to operate. They have made currency available to the 
Fulbright program this year for the first time, the Mutual Security 
Act of 1952 provided that MSA counterpart might also be used for 
those programs. There has been some money made available to the 
American Battle Monuments Commission which had authority under 
law to obtain a certain quantity of local currency from the Treasury 
without dollar reimbursement. I think that generally covers the 
waterfront as to types of use. 

Mr. Brownson. When those funds are made available to other 
Government agencies, is it without dollar reimbursement? 

Mr. Murpuy. In some cases yes, and in some, no. In the case of 
the Fulbright program and in the case of the Battle Monuments Com- 
mission, they were made available free because the law stipulated that 
they should have the use of those currencies up to certain amounts 
without reimbursement. In cases of sales to other governmental 
agencies, they get those only by depositing United States dollars, which 
are drawn on the appropriation involved, with the Treasury Depart- 
ment which then cables its bank to release them to the disbursing 
officer who handles the account of that agency in the country involved. 
So those are the two types. 
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Mr. Brownson. What releases of those funds took place in Ger- 
many, if any? 

Mr. Murpuy. There was $2 million worth of deutschemarks turned 
over to the Treasury Department for this type of use up to and includ- 
ing December 31, 1952. That is included in that $76 million figure 
that I gave a little while ago as the total that had been made available 
to the Treasury Department. 

Mr. Brownson. Do you have a record of how the $2 million which 
had been turned over in Germany was used? 

Mr. Murpuy. No, I donot. The Treasury Department probably 
could tell you that very quickly. 

I mention briefly that there was a GARIOA account established 
some time between 1945 and 1948 in Germany by the Army which 
was administering the disease and unrest program and that account 
became known as the GARIOA special account. The ECA Act con- 
tained a provision in section 114 (i) which stipulated that by agree- 
ment between the Secretary of State and the Administrator of ECA 
certain portions of the currency deposited in the account, in the special 
account in Germany, could be made available to the Department of 
State for carrying out its responsibilities in Germany and could be 
deposited in this GARIOA special account, and by agreement be- 
tween ECA and the State Department, the portion that was de- 
posited that was decided upon for deposit in that account, was 25 
percent of the deposits by the Germans in the special account which 
I have previously discussed. 

Mr. Hotrzman. Mr. Chairman, at the present time we have a 
10-percent allocation and we have a 25-percent allocation; is that 
correct? 

Mr. Murpny. Yes. 

Mr. Hourzman. And those are the two items which we are mainly 
interested in? 

Mr. Murpny. I believe that is correct. In Germany you have a 
slightly different situation; the deposit in the first instance in the 
special account is 100 percent of the value of the expenditures. Not 
only do they move out the 10 percent to the United States account 
designated immediately upon deposit of that money, but they also 
move out an additional 25 percent and put it in the GARIOA special 
account. The GARIOA special account is in the name of the Federal 
Republic of Germany. It is not a United States Government account 
as the 5 percent and 10 percent account. So that what you have really 
is the 90 percent in Germany divided into 2 accounts in the name of 
the Federal Republic of Germany; one is a 65-percent account and the 
other is a 25-percent account. 

Mr. Brownson. But the GARIOA counterpart funds are under the 
control of the United States? 

Mr. Murprny. That is correct; the money in the GARIOA special 
account is deposited at the direction of the United States Government? 

Mrs. St. GeorGe. Mr. Chairman, do I understand that 25 percent, 
at the discretion of the United States, could be disbursed? 

Mr. Mourpny. Yes. 

Mrs. Sr. Georce. We have discretion over 30 to 35 percent. 

Mr. Murpny. Yes, ma’am. 

Mr. Jupp. Mr. Chairman, I may be obtuse, but it is not clear to 
me. Is GARIOA on a 5- or a 10-percent basis? 
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Mr. Murpny. The GARIOA special account is a 25-percent account 
at the present time. 

Mr. Jupp. How was that figure determined-——-by mutual negotia- 
tion or agreement? 

Mr. Murpny. It was negotiated between the State Department 
on the one hand and the Administrator of ECA on the other hand. 

Mr. Jupp. Nothing in the law determines that. 

Mr. Murpny. No; the law merely stipulated that a part of the 
deposit which would otherwise be in the 90-percent account could be 
made available to the Secretary of State for carrying out United 
States responsibilities in Germany, and the 25-percent determination 
was a negotiated figure that was agreed upon between the State 
Department and the ECA. 

Mr. Jupp. You said the 5- or 10-percent accounts are not like this 
GARIOA special account. Don’t they have 10 percent set aside for 
the United States like the 5 or 10 percent of ECA counterpart in 
other countries? 

Mr. Murpny. Yes; the first deposit is $1, we willsay. Immediately 
upon deposit, 5 or 10 cents is transferred over to the United 
States account in the hands of the United States disbursing officer. 
Twenty-five cents is transferred to the second account, called the 
GARIOA special account, which is in the name of the Federal Repub- 
lic of Germany. ‘The remaining 65 cents stays in the other Federal 
Republic of Germany account which was prescribed by the ECA Act. 

Mr. Jupp. I thought at one time you said it was not this original 
5 or 10 percent deposit to the United States. 

Mr. Lantarr. Mr. Chairman, will the gentleman yield? In that 
connection, this 25 percent GARIOA special account about which you 
have testified—I believe you said it was deposited in the name of the 
Federal Republic of Germany? 

Mr. Murpny. That is correct. 

Mr. Lantarr. If that is true, how do we have direct disposition of 
that? 

Mr. Murpny. Well, we have, pursuant to the provision of law, 
told the German Government that they must deposit the 25 percent, 
and it must be available for carrying out United States responsibilities 
in Germany, because that is the law of the land. The law says that a 
certain amount must be in this account; and, while it is retained in the 
name of the Government of Germany, they dispose it under United 
States direction; it is disbursed under United States direction. 

Mr. Lantarr. Could we direct, for example, that the Republic of 
Germany expend a portion of that 25 perc ent to pay American em- 
ployees working for the High Commissioner 

Mr. Murpny. We could, but I do not believe that has been the 
practice. I think what has actually happened is that the United 
States has told them to take a portion of this 25 percent account and 
actually transfer some of it to a United States disbursing officer to 
meet expenses of the High Commissioner of the type you mentioned 
so that you do have an amount of that 25 percent account which has 
actually been taken out of the account in the name of the Federal 
Republic of Germany and set aside in the United States disbursing 
account for High Commissioner of Germany expenses. 

Mr. Lantarr. How much has been taken out? 
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Mr. Murpuy. Of the cumulative deposits in that account equivalent 
to $410 million, an amount of $110 million, approximately, has been 
made available for the HICOG expenses. 

Mr. Brownson. Actually, is it then correct to say that that 25 
percent is to cover occupation costs? 

Mr. Murpuy. No; that is not correct. My understanding of the 
occupation costs is that they are limited to the military at this point. 
I may be wrong on that. But this 25 percent and the portion that is 
moved over for HICOG are not occupation expenses. 

Mr. Brownson. What is your idea of the utilization of that 25 
percent and the purpose for which that special fund can be spent? 

Mr. Murpuy. Generally speaking, I would say that it is available 
for whatever purposes the United States High Commissioner deems 
necessary in carrying out the United States responsibilities in Ger- 
many. As a factual matter, a large bulk of it has been used for an 
investment program in Berlin and for Berlin stockpiles which are 
necessary, looking toward the future. 

Mr. Brownson. Do I understand that the $110 million that you 
said had been spent has been transferred to the High Commissioner? 
Is that right? 

Mr. Murpny. Yes. 

Mr. Brownson. And that was spent for the maintenance of the 
facilities of the High Commissioner; is that right? 

Mr. Murpny. Yes. 

Mr. Brownson. Then that leaves $300 million left in the fund. 
What purpose is that used for? 

Mr. Murpny. $113 million went for just plain unemployment 
relief in Berlin. $59,500,000 was spent on what we call the Berlin 
investment program, which was broken down mainly into another 
segment called promotion of production. There was a small ele- 
ment of $3,800,000 which was used for other than production promo- 
tion, and that was spent mainly for housing in Germany. There 
was $34,500,000 spent for support of the Berlin government and 
$13,300,000 spent for the Berlin stockpile, and, of course, when this 
stockpile is sold those funds, the proceeds of the sale, must of course 
return to this account. And there is a balance on hand as of the end 
of December of $71,500,000. 

Mr. Brownson. At this point in the testimony I would like to 
ask unanimous consent that two tabulations be inserted in the record; 
namely: Exhibit 1—Status of German (Federal Republic) counter- 
part funds, as of December 31, 1952, and Exhibit 2—Status 
of GARIOA counterpart funds for Germany, as of December 31, 
1952. 

(Exhibits 1 and 2 follow :) 
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Exursir 1 


Status of German (Federal Republic) counterpart funds, Dec. 31 


Cumulative, Apr. 3, 1948 
to Dee. 31, 1952 


Public Law 472, as amended — — noe . 2 


*| July 1 to Dee. 31, 1952 








Local cur- Dollar Local cur- Dollar 
rency equivalents rency juivalents 
Millions Millions Millions Millions 
Deposits in special account ewe DM5, 295.3 $1, 395. 6 DM 209. 9 $49. 4 
Adjusted dollar equivalents of deposits 1, 209. 4 50.0 
Reserved for United States use 265. 6 63. 4 3 2.6 
Transfers to GARIOA account 515. 0 122. 6 6 13. 2 
Balance for Germany 4, 514.7 1,113.4 0 34.2 
Unreleased balance July 1, 1952 3 71.1 
Total available for approval 4,514.7 1,113.4 442.3 105.3 
Total approved for withdrawal ae 4, 301.9 1, 062. 7 229. 4 54.6 
Promotion of production - — 3, 228. 9 780.9 184.8 4.1 
Agriculture é 447.0 105. 9 
Coal mining nals i “ 22. 4 104.8 
Manufacturing . 1,097.2 261.3 
Primary metals - 205. 9 49.0 
Electrical machinery 193. 4 46.3 
Machinery, except electrical_._. 151.5 36.0 
Chemicals, except fertilizer 99.0 23. 6 
Food products, manufacturing 46.4 11.1 
Basic textiles 46.0 11.0 
Petroleum and coal products 43.4 10.2 
Pulp, paper, and paper products AQ, 2 9.4 
Stone, clay, and glass products 31.0 7.4 
Rubber and rubber products & 1.6 
Miscellaneous manufacture 232. 7 55. 7 
rransportation, communication and utilities 1,196.4 293. 2 
Electric, gas, and power facilities 798. 9 194.7 
Merchant and fishing fleet 182. 0 43.7 
Water systems 86. 0 20. 5 
Railroads 57. 6 17.1 
Communication facilities 44.8 10. 6 
Waterways and harbors 27.1 6.6 
Technical assistance 44.4 10.7 
Undistributed 21.5 5.0 184.8 44.1 
Other purposes... . 1,072.9 281.8 44. 6 10.5 
Housing 510. 5 122.1 43. 0 10. 2 
Payments to German exporters, drawing 
rights extended by Germany 494. 0 143. 7 
Transportation of relief packages 82. 1 7.7 7 l 
Tourism __. 27.6 6. 6 2 (? 
Public buildings. - . 8.7 1.7 7 2 
Total withdrawn 4,301.9 1, 062. 7 


1 Includes 494 million DM deposited in counterpart fund account to match conditional aid prior to Decem- 
ber 1949. These additional deposits of counterpart were used to pay German exporters for goods shipped to 
other participating countries. 

2 Less that $50,000. 
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Exuisit 2 


Status of GARIOA counterpart funds for Germany, Dec. 31, 1952 


Cumulative, Apr. 3, 1948, 


to Dec. 31. 1952 July 1 to Dec. 31, 1952 





Public Law 472, as amended Pema : we) mri 
| 
' 











Local cur- Dollar Local cur- Dollar 
rency equivalents rency | equivalents 
ee ~ —— — — oie a 
Millions Millions Millions Millions 
Deposits ! i re $410.1 DM54.7 $13.1 
Disbursements at the request of the United States 1, 422. 2 338. 6 84.9 20. 2 
HICOG expenses hth ake 463. 0 RE B Radenttetn oxen: i peECGbGSe ce 
Unemployment relief in Berlin 475.0 113.1 50.0 | 11.9 
Berlin investment program vigidbe 4 250. 0 59.5 |.. pigs CO nihil tin own 
Promotion of production 234. 0 55.7 letndenewacut 
Electrical machinery atid . 54.9 BOE, Ivtins 5 dine saneunhacea 
Machinery excluding electrical bo 22. 2 h@ lent dansibensecadesokele 
Basic textiles 17.2 4.1 
Pulp, paper, and paper products 8.5 LW tebsasedncdedibieons 
Chemicals, excluding fertilizer shade 7.5 1.8 = J a 
Primary metals tne mite uinediaiee a 4.4 1D) cqnaieeasll oe 
Stone, clay, and glass products 1.8 .4 Acie ue 
Food products, manufactured 1.6 4 én b oo 
Rubber and rubber products 3 DY Assan RD ncessaces 
Miscellaneous manufactures B 18. 6 SO 
Communication facilities ae “ 10.0 2.4 |. 
Water systems jon : soll 8.0 ST a 
Railroads ‘ ; es 6.0 hc S 1 eee di ncckeabeos 
Merchant and fishing fleet ‘ 1.6 eth ieee ibweh-<ceeaecsaes 
Loans to commerce and industry, n. e. c 71.4 17.0 ; 
Other purposes =e eee : in ; 16.0 3.8 id 
Housing ; d ° ; 14.9 Ril wtedsadeuwd 
Public buildings a a 1.1 3 wel 
Support of Berlin Government wae 145.0 34.5 10.0 2.4 
Flour shipments to Yugoslavia 33.3 Tile lL aundubieditllns ddbeawciine 
Berlin coal stockpile ? 55.9 13.3 4.9 5.9 
Balance on hand 3 a ys 300. 1 71.5 _ 


1 Includes counterpart transferred from Public Law 472 account, deposits against releases from grain and 
other reserves, and counterpart deposits commensurate with EC A-financed GARIOA dollar procurement, 

3 To be repaid to GARIOA account as coal is sold. 

§The United States has priority on use of this balance. 


Mr. Brownson. I saw Mr. Wolfe back there shaking his head at 
one point in your testimony. I wonder, Mr. Murphy, if you would 
yield briefly so we could swear in Mr. Wolfe and have him present at 
this point a possible clarification so we could all be in agreement on 
this area before we proceed. Will you come up to the table, Mr. Wolfe, 
and be sworn. 

Do you solemnly swear to tell the truth, the whole truth and nothing 
but the truth, so help you God? 

Mr. Woure. I do. 

Mr. Brownson. Will you proceed. 


TESTIMONY OF GLENN G. WOLFE, EXECUTIVE DIRECTOR, OFFICE 
OF THE UNITED STATES HIGH COMMISSIONER FOR GERMANY 


Mr. Wo tre. I would like to be heard for just a short while on this 
particular subject, Mr. Chairman. 

Mr. Brownson. I thought it might be well if we could get your 
view at this point so that we would have a consistent presentation, 
rather than wait until later in the day. 


ers: 
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Mr. Wotre. There is no reason why Mr. Murphy should be famil- 
iar with the use of the occupation cost that I am speaking about. He 
said that is limited to the military. The High Commissioner does 
use certain occupation cost funds for the local expenses incident to 
the occupation; for instance, we operate a United States court system 
in Germany as an occupier. That United States court tries all 
American offenses or German offenses against Americans, and the 
local expenses of that court system are one example which are paid 
out of occupation costs and will be until the date of the ratification, 
or some other agreed upon date. 

I just wanted to clear up that one point. 

Mr. Brownson: Those are paid out of the 25 percent GARIOA 
funds? 

Mr. Wore. Those are paid out of the occupation costs. 

Mr. Brownson. And the occupation cost comes out of the 25 
percent? 

Mr. Wotre. No, that is a direct payment by the German Govern- 
ment. Naturally 98 percent of the occupation cost goes to the support 
of the military, but the High Commissioner does have certain occupa- 
tion responsibilities which must be charged against the German 
Government. 

Mr. Jupp. How much is in that occupation cost fund? 

Mr. Wotrer. That is running this past year between 55 million 
and 60 million deutschemarks per year. That is about $12 million 
to $15 million. 

Mr. Brownson. And that total occupation cost comes from what 
source? 

Mr. Woure. As a direct demand payment against the German 
Government. For instance at the present time the total occupation 
cost charged against the German Government is at the rate of 600 
million deutschemarks per month for all three Allied powers. The 
total occupation charge against the German Government is 600 
million deutchemarks per month, roughly $150 million per month 
at the present time. Of that the American share is 276 million 
deutschemarks and of that 276 million per month the office of the 
United States High Commissioner charges 5 million; 271 million goes 
to the support of the forces in Germany. 

Mr. Jupp. That is something like $15 million? 

Mr. Woure. Roughly. It is 4.2 deutschemarks to the dollar. 

Mr. Jupp. If ours is 260 million a month, 255 million goes for 
occupation? 

Mr. Woure. Goes to the military. 

Mr. Jupp. Goes to the military? 

Mr. Wotre. Yes, sir. 

Mr. Jupp. I am still not clear as to what this other fund is which 
would be something like $15 million. 

Mr. Wo.trr. You mean the GARIOA? 

Mr. Jupp. Yes. That other comes out of GARIOA for occupation 
costs? 

Mr. Wotre. Nothing comes out of GARIOA for occupation costs 
Those are for United States programs in Germany. 

Mr. Jupp. Like the courts? 

Mr. Wotrer. The occupation costs going for the court system, and 
civil aviation, and so forth. We run the airports in Germany. The 
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Americans in the American zone of Germany are responsible for the 
detailed operation of every airport. As yet that has not been turned 
back to the Germans. 

Mr. Jupp. Didn’t you say 99 percent of that went for the support 
of the military? 

Mr. Wo tre. 271 million out of the 276 million deutschemarks per 
month goes directly to the support of the military. 

Mr. Jupp. I am talking about the GARIOA. Didn’t you say some 
of the GARIOA fund goes for the support of the military? 

Mr. Wotre. None whatsoever, no. 

Mr. Jupp. I will go back and read the testimony. 

Mr. Wo tre. If I may, I would like to bring up there points there. 
There are several types of local currency, GARIOA as such was the 
initial aid program before ECA. It was the initial aid program to 
Germany. 

Then ECA came along in 1948, another type of aid program, also 
generating a counterpart. Now there was an overlap between 
GARIOA and ECA. When the State Department took over in 1949 
they in effect did away with the dollar aid derived from what would 
be the old GARIOA and said from here on all aid will be through the 
normal ECA act. That started December 1, 1949, but we still 
retained the name GARIOA special account in which to put the 
counterpart or the 25 percent counterpart which was used for United 
States purposes. That 25 percent of the GARIOA account is used 
to pay for the operations of the High Commissioner’s organization in 
Germany that is not covered by the occupation cost of 5 million per 
month. Those expenses include our entire public affairs information 
program operations, such as, the publication of a daily newspaper 
known as Zeitung. 

Mrs. St. Grorce. When you say 5 million a month, are you 
talking about dollars or deutschemarks? 

Mr. Wo tre. Five million deutschemarks. 

Mrs. Sr. Grores. And that, in dollars, would be roughly what? 

Mr. Wotre. $1,250,000. 

Mr. Jupp. When we were having Germans rebuild steel plants in 
the Ruhr which we had previousiy paid them to take down, out of 
what funds were those Germans paid? 

Mr. Wotre. I would have to consult the various projects of our 
economic organization, the Army Economic Organization before the 
State Department, ECA and all that, to answer a specific question 
about the steel plants. 

Mr. Jupp. Were those Germans paid in deutschemarks? 

Mr. Wore. Yes. 

Mr. Jupp. Did that come out of occupation costs? 

Mr. Wotre. No. It either came out of the German economy 
direct or in some cases we approved projects of rebuilding the rail- 
roads as an example. Another project extending from 500 million to 
600 million deutschemarks in Germany has been the housing which 
has been approved over a period of years. 

Mr. Jupp. Did that steel mill require more dollars out of the 
American taxpayer? 

Mr. Woure. I couldn’t answer a question about the steel mill, but 
I could find out. 
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But generally speaking it went into communications, transporta- 
tion, housing, that sort of overall general project. We can look 
specifically for a steel plant. 

Mr. Jupp. I am curious to know because some of us in 1946 began 
to protest against the dismantling what we afterward had to re- 
build, I am wondering if the Germans had to pay for that mistake 
of ours or whether the American taxpayer had to pay for that mistake, 
or how it was handled, and which fund it came out of. 

Mr. Wo.rer. Naturally the German Government has put back 
into a rebuilding program billions of deutschemarks of their own 
appropriations. 

Mr. Jupp. Not these funds but out of the appropriations of the 
German Government? 

Mr. Woure. Yes. I will have to look up that steel plant project, 

(Exhibit 3 follows:) 

Exurpir 3 
INFORMATION CONCERNING THE INVESTMENT PROGRAM IN GERMANY 

Information supplied by the Industry Services Division, Office of Economic 
Affairs indicates 172,990,000 of counterpart deutschemark was invested in West 
Germany as of December 31, 1952, and DM14, 795,000 counterpart was invested 
in Berlin. All investments, both West Germany and Berlin, were limited to 
replacements of usable but obsolete equipment, as approved by the Military 
Security Board. In addition, investments were limited by the quadripartite and 
tripartite agreement on limitation steel production. These figures were originally 
established at 7.6 million tons level for 1946-47, 10 million tons for 1948 and 11.1 
million tons for the period after signing the Prohibited and Limited Industry 
Agreement April 1949. The Prohibited and Limited Industry Agreement also 
froze production capacity. An additional production over 11.1 million was 


permitted only with the approval of the High Commission to facilitate the defense 
effort. 


Mr. Lantarr. Mr. Chairman, my general impression of all these 
funds is that we have sort of a great shell game here. You state that 
occupation funds are used to support certain functions, Mr. Wolfe, 
in Germany in connection with the occupation and GARIOA funds 
are not used for that purpose. The GARIOA funds are used to 
support the Federal Republic so that they in turn can pay us occupa- 
tion costs. Is that not right? 

Mr. Wours. Certainly you can look at it this way; since the end of 
the war the United States, in dollar appropriations, has put over 
$3 billion into this aid program in Germany as compared to other 
amounts in England, France, and so on. From that dollar-aid pro- 
gram has been generated the 10 billion to 13 billion deutschemarks, 
and most of which counterpart has then gone back into rebuilding the 
German industry; yes, sir. 

Now at the same time the Germans have paid for the Allied 
powers—— 

Mr. Lantarr. Let us not get that figure into it. 

Mr. Wotrz. But to get into your question, one offsetting the other. 

Mr. Lantarr. You are worrying me now that we are paying the 
occupation costs of these other people. 

Mr. Wotrs. I could give you the figures on the total occupation 
cost paid by the German Government for the Allied forces in Germany 
for the occupation. 

Mr. Lantarr. I would appreciate your giving those figures. 
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(The figures referred to are set forth in the appendix as exhibit 4, 
p. 344.) 

Mrs. Sr. Georae. Have you got a specific cost of the United States 
occupation? 

Mr. Wotre. Yes, ma’am. 

Mrs. Sr. GrorGe. What has been paid to the United States direct, 
that is what I mean. 

Mr. Wotre. Yes, ma’am. You understand that the German Gov- 
ernment pays the bill directly. They do not turn money over to us, 
but they pay the bill directly. 

Mr. Hourzman. Mr. Chairman, I have a question. Is there any 
special reason why these 25 percent funds were placed in the name of 
the Federal Republic of Germany, inasmuch as they are tantamount 
to our own funds to be used for our own disposal? 

Mr. Brownson. That will come up this afternoon when Mr. Wolfe 
is again on the stand in his own behalf. I would like to finish the 
discussion with Mr. Murphy this morning if we can. 

Mr. Hotrzman. I will withdraw the question, 

Mr. Brownson. If you will be kind enough to defer the question, 
we will take it up this afternoon. 

We will now recall Mr. Murphy. 


FURTHER TESTIMONY OF JOHN E. MURPHY, COMPTROLLER 
FOR THE OFFICE OF THE DIRECTOR OF MUTUAL SECURITY; 
ACCOMPANIED BY MANLIO F. DE ANGELIS, DEPUTY DIRECTOR, 
BUDGET DIVISION, MUTUAL SECURITY AGENCY; AND PETER 
KENNETH MORSE, OFFICE OF THE GENERAL COUNSEL, MUTUAL 
SECURITY AGENCY 


Mr. Murpuy. I had mentioned two other ways by which the 
United States comes into possession of local currency. The second 
way was contributed local currency. In the Mutual Assistance Act 
of 1949 when Congress stipulated in section 408 (b) that whenever 
possible the expenses of administering the Mutual Assistance Defense 
program should be paid in the currency of the country in which the 
expense is incurred. They said further in section 408 (d) of that act 
that upon the approval of the President any currency of any nation 
received by the United States in connection with assistance furnished 
under that act could be used for essential administrative and operating 
expenses of the United States incidental to operations being carried 
on under that act. As a result of those provisions of the law, in 
negotiating the bilateral agreements that were required by the law 
with all the other countries, provisions were included under which the 
other countries, recipient countries, undertook to provide the United 
States with its local currency requirements arising out of that aid 
program. 

It has been the practice since 1949 when the act was enacted to 
approacl: the countries each year and tell them what the local currency 
expenses of the United States will be for the ensuing year in connec- 
tion with this particular mutual defense assistance program. 

We request that they make these funds available, which they do, 
and we use these currencies that are deposited in the United States 
accounts as a result of these requests for the payment of the whole 
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gamut of United States Government expenses in connection with 
that program. For example, they are used to pay the allowances of 
the military personnel involved. They are used to pay travel expen- 
ses in the country and sometimes travel emanating from the country. 
They are used to pay the salaries of local employees who must be 
engaged on the program, and then the rents, utilities, supplies, equip- 
ment, and so forth that are necessary to establish the Military Assist- 
ance Advisory Group in each country and to keep those Military 
Assistance Advisory Groups operating. 

In addition, since the State Department embassies in the various 
countries render administrative support to those Military Assistance 
Advisory Groups, certain of the State Department costs in connection 
with the rendition of that support are also paid from those funds. 

Mr. Brownson. Will you detail that? 

Mr. Murpnuy. As soon as there is a building to be rented and 
office space is needed to house the Military Assistance Advisory 
Group—when that Military Assistance Advisory Group or MAAG, 
as we call it, is set up, they are composed mainly of the operating 
people who are carrying out the program of military assistance— 
they do not contain any roster of administrative type personnel who 
would be capable of going out and executing leases and getting bids 
for office space, they turn to the State Department and ask if they 
will acquire space for them meeting certain specifications. The State 
Department finds the space they need and executes the lease and the 
State Department pays for the rent and the utilities that may be 
involved from the local currency deposits. They are doing that on 
behalf of the Military Assistance Advisory Group. Likewise the 
State Department might engage certain locals as messengers. In 
order to keep us from having different salary scales for local employees 
the Department of Defense agreed that the State Department would 
do the hiring of any locals who had to be employed to work on this 
program, and to the extent the State Department hires the locals to 
work for the military it also pays them from these local currency 
funds 

Mr. Lantarr. Mr. Chairman, I am at a loss as to what fund we 
are talking about. I understand we have three sources of funds; 
generated funds, contributed local, and purchased local. 

Mr. Murpny. These are the second, the contributed currency. 

Mr. Lantarr. Who contributes them? 

Mr. Murpnry. The countries contribute them, pursuant to the bi- 
lateral agreements which we signed with them before we started to 
give them aid under the Mutual Defense Assistance Act. They had 
to provide the United States with whatever local currency it required 
by reason of operations under that act in their country. 

Mr. Lantarr. Those are different now than the counterpart? 

Mr. Murrny. That is right, they are different than generated funds. 
They are actually contributed and each year we ask the country to 
deposit whatever our estimate is of the requirements for those partic- 
ular purposes and give it to us. 

Mr. Lanrarr. And they deposit that in addition to the matching 
fund under the Mutual Security Program? 

Mr. Murpnry. I am not sure I know what you mean by the match- 
ing fund. 
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Mr. Lantarr. When we spend $1 in connection with the MSA, I 
understand that the country being aided deposits $1, of which 90 
percent 

Mr. Murpny. That is the counterpart. 

Mr. Lanrarr. These funds are in addition to those funds? 

Mr. Murpny. Yes, there are contributed on United States requests 
to cover United States requirements, and since there is no mutual 
defense assistance program in Germany there has been no agreement 
and there has been no deposit of German deutschemarks under this 
particular act, but there have been deposits in many countries where 
there are mutual defense assistance programs. 

Mr. Lantarr. So that the 10 percent to our credit on those coun- 
tries where such agreements have been negotiated does not have to 
be expended for the administrative support of our own people there. 

Mr. Murpuy. That is normally the case. There are a few excep- 
tions where the bilateral agreement under the Mutual Defense Assist- 
ance Act did not require the country to put up local currency mainly 
for very serious economic reasons, and in those cases we might use the 
10 percent counterpart. 

Mr. Lantarr. In what countries were such agreements involving 
contributed local currencies negotiated? 

Mr. Murpuy. The countries where we have agreements are all the 
North Atlantic Treaty countries except Greece and Turkey. In 
other words, France, Italy, the United Kingdom, Portugal, Deamark, 
the Netherlands, Belgium, Luxembourg, Norway, and I believe that 
is the whole roster. 

Mr. Lantarr. How about South America? 

Mr. Murpuy. Yes, sir, we are in the process of negotiating for the 
first time deposits to meet the expenses of the mutual defense assist- 
ance program. 

Mr. Lantarr. In those countries where we have the contributed 
funds, to what purpose are the 10-percent funds put? 

Mr. Murpuy. They are used to meet the expenses of the Mutual 
Security Agency which has no claim on the mutual defense assistance 
contributions at all. They are used to meet expenses of the State 
Department in supporting the Mutual Security Agency the same way 
that the State Department supports the Military Assistance Advisory 
Group, the embassies render support to the MSA missions in the 
various countries. They are used to promote strategic material pro- 
curement, for example, and that, of course, is the largest individual 
type of use that we have. 

Mr. Lanrarr. Isn’t the program now part of the MSA program? 

Mr. Murpny. No; it is part of the mutual security program, but 
the defense support aid which is being rendered by the Mutual 
Security Agency in Europe is distinct from the mutual defense assist- 
ance program which is virtually 100 percent military assistance and 
is operated by the Department of Defense. 

Mr. Lanrarr. It is all passed by Congress as part of one bill? 

Mr. Murpuy. Yes, sir; they are individual components of a com- 
plex called the mutual security program, 

Mr. Meaper. I understand that the MDA local counterpart or 
local contributed currencies and the 5 percent and 10 percent generated 
from counterpart funds are used for these local purposes in the pay- 
ment of messengers and so forth, but I do not understand whether or 
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not the salaries of the State Department personnel or other expendi- 
tures of the State Department are also disbursed from that fund. 

Mr. Murpny. They are reimbursed from those funds only to the 
extent that the State Department has expenses of supporting the 
operating elements in these programs. In other words, when we send 
a MSA mission or a Mutual Assistance Advisory Group into a country 
we are faced with two alternatives. We can make each one of them 
self-supporting and therefore require no services from the State De- 
partment, and this is what we have not done. We can take what we 
think is the economical approach and can call on the State Depart- 
ment embassy to provide the general housekeeping services that are 
required by that operating unit. To the extent that State Depart- 
ment personnel are engaged in giving or rendering these housekeeping 
services, their expenses might be paid from these local currency funds. 

Mr. Meapver. In other words, if the Embassy in London had to 
add 25 people, ranging from administrative, stenographic and mes- 
senger type personnel, people they wouldn’t need except for supporting 
this MDAP program in the United Kingdom, they would be reim- 
bursed for those 25 people out of these locally contributed funds, in 
addition to the appropriation made for the State Department by the 
Congress; is that correct? 

Mr. Murpny. That is correct, sir; they are reimbursed for their 
additional out-of-pocket expenses which arise by virtue of their sup- 
porting these mutual security elements. 

Mr. Mraper. Including State Department personnel which they 
claim are added because of this extra work? 

Mr. Murpny. That is correct, sir. 

Mr. Brownson. Further in development of that point, who deter- 
mines the criteria as to the amount of support personnel that will be 
required—MSA, MDAP, or the State Department? 

Mr. Murpuy. Well, it is a negotiated base, sir, and, of course, it 
varies from country to country, depending upon what they are called 
upon to provide. 

Now, actually the negotiations are carried on a country-by-country 
level, and an analysis is made as to what exactly the MSA mission or 
the Military Assistance Advisory Group is calling on the Embassy to 
provide, 

Now, we have instances—well, for example, take the military side: 
Each of the missions has a class B disbursing agent, as a rule, attached 
to it, and that disbursing agent will take care of paying the military 
salaries, their allowances, and their travel expenses. In such a case, 
of course, they don’t require that kind of disbursing service from the 
State Department. 

The MSA mission, on the other hand, relies exclusively on the State 
Department for the disbursing service, and so they must pay the State 
Department for the negotiated value of that disbursing service that 
is supplied to them. For example, the State Department disbursing 
office will pay the salaries and allowances of MSA employees in a 
particular country. 

Mr. Brownson. When it comes to the property or real-estate pro- 
curement for the housing of the MAAG’s and for the housing of the 
MAAG personnel, who sets the criteria? 

Mr. Murpny. Well, the Chief of the MAAG confers with the 
executive or administrative officer of the Embassy. They lay out the 
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plans as regards personnel, what their complement is, and what it’s 
supposed to be, and on the basis of that number of people they dicta 
how much space would be required; and, of course, they are limited 
very frequently by lack of availability of what we might consider ; 
appropriate space, but to the extent that it’s available they agree 

among themselves at the country level how much space is needed and 

where it would be best located. 

Mr. Brownson. When they can’t find appropriate space, do they 
build it? 

Mr. Mureny. There have been no instances, to my knowledge, sir, 
where any Military Assistance Advisory Group has had space erected 
to house it. 

There may have been some instances in MSA. I am not sure of 
that. I know of one instance where the State Department actually 
was engaged in building a building, and the offer was made to MSA 
to make it a little larger to accommodate the MSA mission, and MSA 
on a computed rent basis agreed to participate in the cost of construct- 
ing that building, based somewhat on the amount of what it would 
have to pay out for commercial facilities. 

Mr. Brownson. Those arrangements are made offshore in the 
country concerned rather than being made at the Washington level? 

Mr. Murpuy. They are pretty generally arrived et at the local 
level, sir. 

Now, another example of contributed currencies, which I know very 
little about, except I do know they exist, has been the case in Germany 
and Japan. I know the Department of Defense has received deposits j 
of currencies of those countries to maintain our Armed Forces in those : 
countries. 

Now, in Germany, I believe that comes under the heading of occu- 
pation cost, which Mr. Wolfe was talking about; and I think the same 
thing was true in Japan. 

Now, the third type—the third way of acquiring these local eur- 
rencies which I mentioned, and probably the most simple—is, of 
course, the purchase; and the simplest variation of that is the dis- 
bursing officer of the United States requiring local currency to carry 
out his obligations and actually going to the bank and exchanging a 
United States Treasury check for its equivalent value in local currency 
and taking those local currencies into his accounts, paying the bills 
that he has rua up in the course of operations. 

There is one other which, while it isn’t generally spoken of as a 
purchase, really boils down to a purchase arrangement, and that is 
the surplus property and lend-lease credits. 

I’m sure the committee has heard about those. 

Under the Surplus Property Act of 1944, the Congress authorized 
the United States to sell property which was held abroad and which 
was surplus to the United States needs and which could not profitably 
or economically be returned to the United States. 

As a result of this authority, the United States Government entered 
into sales agreements with various foreign governments to sell this 
property, mostly munitions, and the agreements required, in most 
cases, that the country pay for these munitions in United States 
dollars. 

As a normal rule, each of the agreements contained a clause which 
has been known as the acceleration clause, which provided that at its 
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option the United States could request the country to make available 
to it local currencies in lieu of dollars, and those local currency re- 
ceipts of the United States had the effect of accelerating the payment 
of the dollar indebtedness of the country to the U nited States. 

Now, once each quarter the United States Treasury Department 
circularizes the various United States agencies which have local cur- 
rency requirements abroad and determines what local currency re- 
quirements the agencies will have over and above their holdings or 
other available accounts, and again once each quarter the Secretary 
of the Treasury advises the Secretary of State of how much the local 
currency requirements are going to be for the United States Govern- 
ment as a whole for the ensuing quarter. 

The State Department takes this advice from the Secretary of the 
Treasury; and they, by examination of the basic surplus property 

nd lend-lease credit agreements, determine whether it would be ad- 
sable to go into the country and draw down, as they say, the local 
rrencies which are permitted to be drawn down under these 
ereements, in lieu of waiting for dollar repayment which is required 
by the agreements. 

so, in effect, by taking these local currencies, the United States 
has de prived itself of the right to collect dollars at a later date. 

The Treasury Department receives these drawdowns which the 
State Department collects, and then it sells these local currencies 
which it receives to other United States Government agencies, mainly 

ones which have submitted requirements for those types of 
currencies. 

In certain cases, as I have explained before, they may give them 
away to a United States agency for a purpose authorized by law; 
and, of course, the most common. example of that is the Fulbright 
program which is allowed to use these surplus-property credits without 
reimbursement. 

Another big user, of course, is the foreign-buildings operation, but 
they must pay for those currencies with appropriated funds, and that 
renerally is the rule. 

Again, Treasury extracts from the agency involved the dollar checks 
equivalent to the value of the local currency which they want, and 
upon receipt of those dollar checks, usually here in Washington, they 
cable the bank which is holding the local currency which be longs to 
the United States Treasury and authorize its release to designated 
individuals in exchange for the dollars which they receive. 

Mr. Lantarr. Mr. Chairman. 

Mr. Brownson. Mr. Lantaff. 

Mr. Lantarr. How much is available now in those surplus-propertv 
credits overseas? 

Mr. Murpuy. I don’t have that information, sir. 

| could obtain that information from the Treasury Department if 
you would like and insert it in the record. 

Mr. Lantarr. I believe we can get it. 

Mr. Murpay. All right, sir. 

Mr. Mraprer. Mr. Chairman. 

Mr. Brownson. Mr. Meader. 

Mr. Meaper. Can you give us the figures on purchases of local 
currency in recent years? 
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Mr. Murpuy. I have the figure only on the purchases of Mutual 
Security counterpart funds, sir. The figure on the purchase and the 
figure on the availability which Congressman Lantaff asked would 
have to come from the Treasury Department. They keep detailed 
records, country by country, of what they have received and what 
they have sold, and for what purpose. 

Mr. Brownson. Could you get those figures for us, Mr. Murphy, 
so they could be inserted in the record at this point? 

Mr. Murpuy. Yes, sir; I could. 

How far back would you like to go—back to the beginning of the 
surplus-property program? 

Mr. Brownson. I think it would be very helpful if we went back 
to the beginning. 

Mr. Murpny. All right. 

Mr. Meaper. And for the same year the actual cash purchases of 
those currencies, year by year. 

Mr. Murpuy. By agencies, by the United States agencies from the 
Treasury? 

Mr. Meaper. No; no. I am talking now about acquiring local 
currencies, where a fellow goes down with dollars in his hands to the 
foreign bank and buys the currenc y. 

Mr. Murpuy. I couldn’t obtain that, sir. That would have to go 
across the Government as a whole—any operation that has an overseas 
activity—and they would have to reexamine their accounts and 
compile that. It would be— 

Mr. Meaper. Is there no way of telling whether that has been 
just a very minute operation or whether it has been substantial? 

Mr. Murpny. I think the Treasury might have available informa- 
tion about such activity during a recent year; but the activity, of 
course, has been going on for years and years and what it has amounted 
to over history | am sure no one in the United States Government 
has any idea 

I think Treasury might be able to supply the figure of such type 
purchases, for example, in a recent fiscal year, say 1952. 

I would be glad to ask them for that and, if I can obtain it, put it 
in the record also. 

Mr. Mraper. Whatever they have in recent years. 

Mr. Murpny. Yes, sir. 

Mr. Brownson. Without objection, the statistics requested will be 
inserted in the record. 

(The statistics referred to are set forth in the appendix, exhibits 
5A and 5B, pp. 348-349.) 

Mr. Meaper. I think it would be important to find out at the 
time we are generating all these local currencies by other methods 
if we are going out and paying United States dollars for local cur- 
rencies in any substantial quantity. 

Mr. Murpuy. Well, of course, as a general practice, United States 
wencies are required to go first to the Treasury Department. If 
they are going into the market for local currencies, they must first 
knock at the door of the Treasury Department and ask whether or 
not Treasury has any of those particular local currencies available 
and, if so, buy them from the T reasury Department. 

They don’t promiscuously, without reference to the Treasury 
Department, go out and make these purchases in the market. 
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Mr. Jupp. Mr. Chairman. 

Mr. Brownson. Mr. Judd. 

Mr. Jupp. In countries where surplus property funds that were 
authorized by law to be used for Fulbright scholarships are exhausted, 
does the Department of State then go into such countries and draw 
down local currency in these other funds, perhaps the sources you 
have indicated, to continue the Fulbright program? 

Mr. Murpuy. Until this year, sir, the Department of State couldn’t 
use anything for Fulbright programs except local currencies which 
became available by the surplus property and lend-lease settlements. 

Mr. Jupp. That is right. 

Mr. Murpuy. This vear, for the first time, the Department of 
State bas been allowed the free use of Mutual Security counterpart 
funds which might be available for carrying out Fulbright programs—— 

Mr. Jupp. Yes. 

Mr. Murpnuy. In the 10-percent category. 

Mr. Jupp. But have they gone into places where there were funds 
that were intended eventually or over a long period to be converted 
into dollars? 

Have they gone in and deprived, as you said, the United States 
being paid eventually in dollars, in order to get local currency at an 
earlier date for the purpose of continuing Fulbright scholarships? 

Mr. Murpny. Well, to the extent that they have actually ac- 
celerated the payment by drawing down local currencies for the 
Fulbright program—and they have done that in a number of instances, 
tomy knowledge—they, in effect, have reduced the dollar indebtedness 
of that country to the United States and, therefore, waived any right 
to future repayment in the dollars. 

Mr. Jupp. And they have done that? 

Mr. Murpuy. Yes; that is under the surplus property and lend- 
lease supplement agreements. 

Mr. Jupp. If I may finish. That isn’t in a sense a violation, but a 
departure from the Fulbright Act, as I know it was represented in the 
House. The whole philosophy was: Here were funds developed from 
the sale of surplus property to these countries that can’t be converted 
into dollars; and inasmuch as the funds are there and American stu- 
dents can be sent over and their expenses paid in the local country out of 
these funds, we should use them for that purpose. It was never in- 
tended that we would deprive Americans of dollars or currencies that 
could be converted into dollars in order to take care of these students 
overseas. 

Mr. Murpny. That may be, of course, sir. I am not too familiar 
with the original—— 

Mr. Jupp. I will have to look that up, too. 

Mr. Murruy. But I do know that the settlement agreements are 
denominated in dollars. They are dollar debts to the United States 
Government. 

Now, I believe some of the agreements contain clauses which stipu- 
late that the United States may use certain of the local currency drawn 
under paragraph 4 of the agreement for Fulbright programs. In some 
cases they also authorize the use of some of the local currency for 
building operations and so forth. 
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Mr. Jupp. Well, I will have to check that. There was a change in 
the law last year. I didn’t appreciate that it could be used to that 
extent. 

Had there been such drawdowns prior to the change in the law last 
year? 

Mr. Mourpuy. Well, the change in the law last year, sir, had nothing 
to do with the point you were pressing. The change in the law last 
year was merely a broadening of the authority to use local currency by 
the Fulbright program. 

Mr. Jupp. That is right. 

Mr. Murpnay. For example, the 5- and 10-percent funds became 
available for Fulbright purposes for the first time. 

Mr. Jupp. Well, to the extent that this was done out of convertible 
funds generated from the sale of surplus property, what they have done 
is a departure from the very definite understanding under which that 
program was sold to the Congress. It was never intended to be used 
in a way that would deprive Americans of dollars, earlier or later. 

As I have said, the philosophy was: These currencies are there. 
They can’t be converted into dollars. Why not use them for American 
students to go abroad? Wherever any of those funds—and this 
assurance was given on the floor of Congress—can be converted into 
dollars, they cannot be used and will not be used for American pro- 
fessors, students, and otherwise, abroad. 

I will just investigate that on my own. I hate to ask you for it. 

Mr. Brownson. Mrs. St. George. 

Mrs. Sr. GreorGe. Well, Mr. Murphy, I just wanted to ask this 
question: You said this law was changed last year. When you say 
it was changed and this additional authority given to the State 
Department, was that done by an act of Congress? 

Mr. Murpuy. Yes, ma’am, it was. It was a provision written 
into the Mutual Security Act—I believe it was section 11 of the Mutual 
Security Act of 1952—which further amended the Surplus Property 
Act, section 32-B, to make possible the use of 5 and 10 percent 
counterpart for the Fulbright program through the United States 
Treasury Department. 

Mrs. Sv. GrorGe. That is all 1 have, Mr. Chairman. 

Mr. Brownson. I have a couple of questions I would like to ask you. 

Is there any way of making clear, and reasonably simple, the 
relationship in Germany between appropriated American dollars and 
counterpart or blocked funds? In other words, is there any direct 
relationship? Can we truthfully say if these counterpart dollars 
are not spent in Germany for projects such as these within a reason- 
able period of time that a loss will accrue to the taxpayers? Are we 
spending dollars for other areas of United States operations in Ger- 
many that could be replaced by the counterpart funds? 

Do I make myself clear? 

Mr. Mourpny. I think I see what you are driving at. 

Mr. Brownson. I am trying to develop a relationship between 
these counterpart funds and the United States dollars. 

Mr. Murpuy. Well, these deutschemarks which are deposited arise 
out of the expenditure in the first instance of the United States appro- 
priated dollars, and to the extent these deutschemarks are used for 
any particular purpose now obviously they won’t be available at a 
later period for any other purpose. 
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Now, as regards the convertibility-to-dollars angle, | think you 
vuld say this: To the extent that we use deutschemarks in the 5 and 
0 percent account to pay our allowances or our portions of our salaries 

Americans, or other United States expenses, that avoids the pay- 
ment for those types of expenses in additional appropriated dollars, so 
that it would effect an interchange there which allows deutschemarks 

» be substituted for dollar expenses; and that area, of course, is a 

ery obvious one and it’s clearly a case where deutschemarks are used 
in ~ otherwise would be dollar expenses. 

Brownson. | am trying to tie down that one area because | 
have Avaiaad some of our colleagues on the floor of the House justify 
spending counterpart funds for foreign building programs by making 
he statement: 

If you don’t use this money, you can’t bring it back here; it will be just gone 
fhe inflation will hit it. You might just as well spend it without the same safe 
guards as we ordinarily provide through our appropriation process. 

| am trying to establish the relationship between these deutsche- 
marks which we have in our counterpart funds in Germany and our 
normal dollar expenditures in Germany. 

Mr. Murpuy. Well, we in the Mutual Security Program, sir, don’t 
take any such attitude with respect to the local currencies. 

Mr. Brownson. No; I am not implying you do 

Mr. Murpny. Yes. 

Mr. Brownson. I have heard that attitude expressed in congres- 
sional debate, as a matter of fact, and in developing this discussion 
of counterpart funds we are anxious to clarify that one point. 

Mr. Murpuy. We subject the local currencies to the same type of 
controls and review as we do the dollar appropriations that are avail- 
able to us. Virtually the same accounting system is used, it parallels 
the appropriation accounting system. 

Now, I don’t know how anyone can predict with any accuracy 
what might happen a year from now or 2 years from now with respect 
to the value of a particular unit of local currency in relation to the 
United States dollar. 

We have had devaluations and there have been appreciations of 
local currencies, and it would really take the crystal ball to know 
what is going to happen; but we proceed on the theory that there 
will not be a devaluation, that these are valid assets of the United 
States Government and should be husbanded in the same way as 
the dollars that are also available to us, and we are not in any sense 
attempting to unload them because maybe some day they might 
not be worth as much as they are today. 

Mr. Brownson. I certainly want to commend you for that attitude. 

What control did the ECA have over the German generated 
counterpart funds? 

Mr. Murpuy. Well, historically, when ECA was in there, they 
worked out an aid agreement similar to the ones worked out in other 
countries which required these deposits by the German Government 
of the counterpart funds in this special account 

Now, with respect to the 10 percent funds that became available 
to the United States, of course, ECA and later the Director for Mutual 
Security have had complete control over the utilization. 

a ith respect to the 65 percent account, again, as I explained earlier, 

‘ MSA has had a veto power and has brought influence to bear to 
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see that the 65 percent account is spent for purposes beneficial to the 

German economy. 

Now, the 25 percent or GARIOA special account has been controlled 
by the Department of State through the United States High Com- 
mission in Germany. 

Mr. Brownson. In other words, the control, United States MSA 
control, of German generated counterpart was the same as in other 
countries? 

Mr. Murpny. Insofar as the 65, 10 percent accounts have been 
concerned, yes, sir. 

Mr. Brownson. Now, was that control, as far as ECA, or MSA 
was concerned, exercised at the local level in Germany or was that 
control exercised directly from Washington? 

Mr. Murpny. It was a combination of both, sir. The control was 
exercised, in the first instance, by the local mission, and then addi- 
tional influence was brought to bear by the United States special 
representative in Europe who has been located in Paris. 

Third, MSA Washington has exercised a guiding and directing con- 
trol over both the special representative and the mission, and in some 
instances it has been necessary to refer to the National Advisory 
Council for policy guidance in some of the countries. 

Mr. Brownson. As I understand your testimony, the dollar aid 
furnished to Germany actually became debt to the German Govern- 
ment by the United States. 

Mr. Murpny. It became a claim of the United States in the repara- 
tion settlements; that is correct, sir. 

Mr. Brownson. Did that condition exist with any other country? 

Mr. Murpny. Not to my knowledge, sir. I don’t know of any 
other instance of that. 

Mr. Brownson. That didn’t exist in the Japanese situation? 

Mr. Murpuy. No, sir. We've had no aid program. 

Mr. Brownson. Well, of course, it did exist wherever ECA was 
made on a loan basis? 

Mr. Murpay. Oh, yes. 

Mr. Brownson. I just want to tie down one major point that I 
am trying tomake. Would you say it is true that the use of GARIOA 
funds, GARIOA counterpart funds, ultimately reduces the debt pay- 
ment by Germany to the United States? 

Mr. Murpuy. I don’t think you could definitely say that, sir. The 
amount of counterpart included in that GARIOA account was one 
factor in computing the total indebtedness, overall claim of theUnited 
States against the German Republic; but I don’t think it could be said 
definitely that, had we not used some of the deutschemarks for pur- 
poses for which they have been used, the claim against the Germans 
by the United States would be any more or less. 

“In the final analysis, of course, in the reparations settlement, the 
amount agreed upon for repayment to the United States turned out 
to be a fraction of the total claim of the United States; and, so, it’s 
hard to estimate what the effect would have been, if any. 

Mr. Brownson. Inasmuch as we have spent about $3 billion since 
the end of World War II to maintain the German economy, do you 
feel that there is a direct relationship between the expenditure of these 
GARIOA counterpart funds to benefit the United States and the 
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dollar level in United States money required to maintain the German 
economy? 

Mr. Murpny. Well, there may be a relationship, sir, to the extent, 
for example, that GARIOA special account funds might not have been 
used for purposes beneficial to the German economy assuch. There is 
no relationship with the United States dollars. 

Mr. Brownson. There is an agreement about the use of GARIOA, 
isn’t there, that specifies that any amount used for United States 
purposes will be a reduction in the amount of the claim? 

Mr. Murpny. That is correct, sir. 

Mr. Morse has something to contribute. 

Mr. Brownson. Yes, Mr. Morse. 


TESTIMONY OF PETER K. MORSE, GENERAL COUNSEL’S OFFICE, 
MUTUAL SECURITY AGENCY 


Mr. Morse. In the economic cooperation agreement between the 
United States and Germany which set up the claim dealing with the 
economic aid, it was provided that when expenditures from the 
GARIOA account are used for purposes not of benefit to the German 
economy a credit would be given at the time of the debt settlement. 

Now, that applies only to aid furnished or aid allocated before 
June 30, 1951. Any G ARIOA that is now used for United States 
purposes is not given any credit in the settlement. The settlement 
has been reached. 

Now, let me further explain that the credit was given to the gross 
claim of 3 billion. To the extent that GARIOA counterpart was 
used for the benefit of the United States, it served to arrive at the 
3 billion gross claim and it was that claim that was reduced to approxi- 
mately $1 billion. 

So, I don’t know that anybody knows how much that 1 billion 
might have been changed had you not had this adjustment to the 
3 billion. 

Mr. Brownson. How do you feel about the question which I 
directed originally to Mr. Murphy—the question about the relation- 
ship of the expenditure of these GARIOA and GARIOA counterpart 
funds to the dollar drain on the United States? Do you feel there is 
a relationship? 

Mr. Morse. Well, there is bound to be some relationship, but I 
think the dollar aid that has been actually spent by the United States 
for Germany has been calculated on the basis of their needs for dollar 
goods. 

I know ECA and later MSA, I think, has been working on that 
premise. 

The amount of appropriated dollars spent by this agency has 
resulted in a flow of United States goods into Germany and it has been 
calculated on the basis of those needs. 

Now, Germany has to put up counterpart to match our dollar 
disbursements and, thus, we have an additional power over the Ger- 
man economy based on the local currency that they put up. 

Mr. Brownson. Specifically, in the case of the Bonn-Bad Godesberg 
housing project for the United States personnel and the United States 
administrative building program in the Bonn-Bad Godesberg area? 
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What was the total amount of money expended on that project, 
Mr. Wolfe? 

Mr. Wotre. One hundred and seventeen million deutschemarks. 

Mr. Brownson. If the 117 million deutschemarks, approximately 
equivalent to $28 million, had not been spent for that particular 
project, would they not have remained as assets of the United States? 

In other words, is the theory of that project that it costs us nothing 
in United States currency directly or indirectly correct? 

Mr. Morse. Well, the GARIOA was certainly something that the 
United States could direct the use of, and I think it’s undeniable that 
to the extent that the United States directed the use of that GARIOA 
into housing, it wasn’t available for other purposes within the German 
country. However, I don’t think it affected the level of the dollar 
aid to Germany that has been disbursed to meet dollar needs thus far. 

Mr. Brownson. Now, if we had not directed it into this construc- 
tion program, into what other types of program could we have directed 
that money? 

Mr. Morse. Well, I don’t think I can answer that question. I 
think it’s best to indicate just what other things GARIOA has been 
used for. 

Mr. Brownson. All right, just read off a few things it has been used 
for in the past. 

Mr. Morse. Well, it has been used for unemployment relief in 
Berlin. 

It has been used for promotion of production in Berlin, as part of 
the effort to maintain the economy of Berlin. 

It has been used for the support of the Berlin government. 

It has been used for the Berlin coal stockpile. 

Mr. Brownson. Could it have been used for strategie material 
purchases? 

Mr. Morse. No, sir; not the GARIOA counterpart. Those moneys 
are not available for bringing back anything to the United States. 
That’s the 10 percent counterpart only, which is a different fund. 

Mr. Brownson. Do you think it could have been used in any way 
that would have cut down the United States dollar appropriation for 
economic aid for Germany? 

Mr. Morse. I don’t believe so, sir, because the dollar appropria- 
tions thus far, as I mentioned before, have been used to meet what 
our people and State Department have considered to be the dollar 
needs of Germany, the needs for things that they had to pay foreign 
exchange for—at least up to this time. 

Mr. Jupp. Mr. Chairman, may I pursue that for a moment? 

Mr. Brownson. Yes, Mr. Judd. 

Mr. Jupp. Our military spent a lot of money for American soldiers 
in Germany. Now, could some of their expenses—more of their 
expenses—be paid for out of these GARIOA funds and thereby the 
taxpayer have to pay a correspondingly less amount of dollars for the 
upkeep of those soldiers? 

Mr. Morse. Well, all of these things are interrelated. As I 
understand, when MSA, when the United States executive branch 
determines what the level of the dollar needs for Germany are, they 
take into account the dollar income of Germany, including its exports, 
and also what it earns when the United States Government spends 
dollars in Germany. 
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0, | suppose it could be said that—I suppose it would happen this 
way—if GARIOA were used to substitute for an expenditure that 
the United States Army might otherwise make in dollars that would 
have meant that MSA in figuring out the dollar needs for Germany 
would have found that the German economy would have that much 
less dollar income 

Mr. Jupp. That is the old shell game again. 

Mr. Morse. And might 

Mr. Jupp. You just transfer it. If we don’t give it to them in 
dollars spent for our soldiers over there, then we have to give it to 
them to close an increased dollar gap. Instead of going through 
military appropriation, they get it through the Mutual Security 
appropriation. It is the same amount of dollars. 

Mr. Morse. They are all interchangeable. I don’t think you can 
isolate them. 

Mr. Jupp. Whether the water goes in one side of the bowl or the 
other side of the bowl, it is still water in the bowl. 

Mrs. Sts. Georce. And it still goes down the drain. 

Mr. Jupp. The American taxpayer, of course, has to bridge that 
whole gap. 

The more I study that, the more convinced I am that this is a new 
game for helping people live beyond their means. That is, we say, 
“We have got to figure their dollar needs’’—that’s right—but it 
would be more honest with them and with us, and with the people, if 
we would just say, ‘‘We have got to help these countries live beyond 
the level at which they can support themselves,” instead of calling it 
a fancy name, a dollar gap, as if that is any different from the dollar 
gap that I have when I want to buy something I haven’t got enough 
money to buy. 

Mr. Morse. I don’t think MSA ever had the notion they are going 
to meet every possible thing that every other country wants to spend 
dollars for. 

Mr. Jupp. No. 

Mr. Morse. The programs are carefully screened. 

Mr. Jupp. That is right. 

Mr. Morse. The programs are carefully screened for the so-called 
essential needs. 

Mr. Jupp. I am through. 

Mr. Brownson. Mr. Meader, do you have a question? 

Mr. Meaper. I would like to ask Mr. Murphy a question about the 
aid to Germany furnished by the other occupying countries, corre- 
sponding to the $3 billion you say we have spent there. Do you have 
any information on that? 

Mr. Murpuy. I don’t have any information on that, sir; to what 
extent aid has been expended by either United Kingdom or France. 

Mr. Wolfe, do you have any information on that subject? 

Mr. Rippiesercer. I am sorry. We can probably provide that 
figure. It was not considerable because, of course, the basic thought 
behind the EC Act was to assist these European countries. The 
British did make a contribution. We will attempt to give the figure 
to you. That was in the early days. 

Mr. Brownson. Will you give your name to the reporter, please? 

Mr. RippLesercer. James W. Riddleberger, Director of the 
Bureau of German Affairs, Department of State. 
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(The information requested from the Department of State, marked 
“Exhibit 6,” follows: ) 
Exuisit 6 


Economic assistance to Germany by the United Kingdom and France 


United Kingdom (May 8, 1945-Sept. 30, 1951)_.........._-__-- $565, 040, 000 
France (May 8, 1945—Oct. 10, 1948)_-.-..--- saksih le aaa edie aie 15, 800, 000 

Mr. Meaper. Mr. Murphy, you mentioned the German Govern- 
ment contributed the occupation costs of the occupying countries. 
Does that have any relationship whatever to the amount of aid 
furnished, or is it just made equally available to United Kingdom 
and France as it is to the United States? 

Mr. Murpny. It was Mr. Wolfe who made that statement, sir, 
and he is in a better position to answer it. 

My understanding is it has no relationship. 

Mr. Lantarr. Mr. Chairman. 

Mr. Brownson. Mr. Lantaff. 

Mr. Lantarr. Do you have a record there of the dollar appropria- 
tion in 1952, fiscal year, for GARIOA? 

Mr. Murpny. In fiscal 1952 

Mr. Lantarr. And fiscal 1953? 

Mr. Murpny. I believe there were none. 

Mr. Lanvarr. No dollar appropriation? 

Mr. Murpny. No. 

Mr. Lantarr. In other words, the whole GARIOA fund is generated 
from one source—and that is the 25 percent? 

Mr. Murpuy. That is correct now, sir. 

Mr. Lantarr. There were no dollar appropriations to GARIOA? 

Mr. Murpny. That’s correct. 

Mr. Jupp. Wouldn’t it help if you called it still by some other nam 
since GARIOA has been out of business now for a good many years? 

Couldn’t we call that by some name that would be less confusing? 

Mr. Murpny. I| think probably that’s a very good suggestion, Mr. 
Congressman. 

Mr. Jupp. The word GARIOA certainly doesn’t mean much to a 
lot of people. How can anybody find their way through all the maze 
that we have been through here this morning? 

I thought I understood this thing fairly clearly until I came to 
this hearing this morning which was supposed to clarify it. 

Mr. Murpny. I am very sorry, sir. 

Mr. Jupp. I am not blaming you. I just don’t think anybody, 
without a seeing-eye dog, or something, can find his way through all 
of these transfers and complicated sources of income and restrictions 
on what this fund or percentage can be used for and authorizations for 
what that percentage can be used for. 

Surely, there ought to be some way you could all get together and 
write off a fund or two occasionally and close it out and get it down into 
3 or 4 channels that would be reasonably understandable, because it 
just is not possible now for you folks to satisfy your consciences, just 
from your own testimony let alone for us here on the Hill, who are 
responsible for the ts axpayers’ funds, to satisfy our consciences that 
we know what is going on and have any control over it. To that 
extent, we are failing in our duty. 

I don’t know how to do it. I am not an accountant or a detective 
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Mr. Brownson. You think, Dr. Judd, we have too many accounts 
and not enough funds? Do you have a question, Mr. Holtzman? 

Mr. Hourzman. I have no questions. 

Mr. Jupp. I think you want to help us, Mr. Murphy. You must 
be worried about this situation, too. You can’t like so confused an 
operation, and none of the rest of your associates can. 

It seems to me, Mr. Chairman, these men ought to be encouraged, 
or even commissioned, on the basis of their extensive experience, to 
come up with some proposals for simplifying and making clear controls 
and sources and dispositions. 

Mr. Brownson. | certainly agree with you, Dr. Judd. 

I wonder if our witness has any recommendations that he has 
worked out in this direction. 

Mr. Murpuy. Well, of course, the basic difficulty, Mr. Chairman. 
in this whole problem—the reason you have different accounts—is 
because you have different laws. I mean, we have to trace, according 
to general Government practice, any resources in our possession to the 
basic authority of law which made them available to us, so that when 
you have an ECA, on the one hand, which generates local currency, 
and you have an MDAP on another hand, which generates local 
currency, and when the uses to which the various funds received are 
different, then obviously you can’t put the two together and just spend 
them for any purpose for which either one would be available. They 
have to be segregated. 

Now, in the Treasury, in the General Accounting Office, they require 
consistently —and I think rightly so—that they be able to trace the 
source of assets in the hands of United States disbursing officers, so 
that they can determine whether the purposes for which they were 
used were the purposes which Congress had in mind when it passed 
the legislation. 

Mr. Lanrarr. Mr. Chairman. 


Mr. Brownson. In other words, it would help a great deal if this 
whole area were clarified. Of course, eee ay it grew up, somebody ran 
down here to Congress from the other end of the Avenue and said, 


“We've a terrible emergency arising over in x. Let’s have a new law.” 

And they were passed on exactly that basis, and with sometimes not 
a whole lot more consideration, I’m afraid. 

Now, if the whole area were to be reviewed, restudied, working 
together carefully with the Executive, this whole thing would be 
simplified. It would simplify your life a whole lot, Mr. Murphy, and 
I’m sure it would give Congress a lot better control over the funds— 

Mr. Murpny. Yes. 

Mr. Jupp. We are not trying to blame you. You have to operate 
within the law. We are trying to get light so that we can get laws 
that you can live with and that we all can understand. 

Mr. Murpnry. I think Congress took a major step in the direction 
you have in mind, Mr. Congressman, last year when the ‘vy inserted in 
the Supplementé al Appropriation Act, : ublic Law 547, section 1415, 
a provision which requires in fiscal year 1954 and thereafter agencies 
may not use local currencies which eatin available to the United 
States Government except by authorization of Congress. 

Now, that obviously is going to force all of the users of these cur- 
rencies to make available in considerably more detail than they have 
ever been required to do before their plans for the use of the local 
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currencies which we talked about this morning—and I think that is 
a major step in the right direction. 

Mr. Jupp. We would like to have any further suggestions that you 
or any other people working in this field may have. 

We aren’t going to be able to do much about it probably in this 
session of Congress because there is going to be too much of a jam as 
requests start coming down from the agencies, but if we could work 
these out in the summer or the fall and, when the new session begins 
in January, have an awful lot of that material organized by you men, 
with your accountants and your comptrollers and your lawyers, we 
would have more time than, over a period of 2 or 3 months, maybe, 
to do a job. 

Mr. Brownson. Our chief purpose in this hearing is exactly that 
which Dr. Judd has pointed out. 

We certainly appreciate your testimony, Mr. Murphy. I think it 
is remarkable that one man can keep track of the diverse funds which 
you have discussed so ably today. 

Mrs. St. George. 

Mrs. St. GeorGe. Mr. Chairman, I simply wanted to say one thing. 

I agree with Dr. Judd. I think we would like light and simplifi- 
cation. 

I think we also must admit Congress itself is largely to blame for 
the present situation. Congress itself has turned over to the State 
Department, and other departments, executive departments, full con- 
trol of these funds. In turn, these funds have been subdivided and 
multiplied, so that now practically no one can understand exactly 
what the whole history is. That is obvious. 

I think Mr. Murphy is truly remarkable in his grasp of the subject, 
but I feel that even Mr. Murphy hasn’t fully grasped the subject, if 
I may say so, and I don’t think any human being can do it. 

Now, it seems to me what we want to get is, first of all, simplifica- 
tion and light, and, finally, we have got to be able to fix some respon- 
sibility. 

This thing goes round and round and round, like a squirrel in a cage, 
and nobody knows why it started and nobody knows where it is going 
to end, and I think that is something we want to find out. 

fr. Brownson. I think Mr. Lantaff has one more question. 

Mr. Lanrtarr. Are all nonappropriated funds—and particularly the 
funds you testified about this morning —in Germany under the control 
of HICOG? 

Mr. Murpny. No, sir. The 5 to 10 percent account which I 
described is under the control of the Director for Mutual Security. 

Mr. Lantarr. That’s right. 

Mr. Murpny. The GARIOA special account is under the control of 
HICOG. 

The 65-percent account again is the property of the German Govern- 
ment on which the Director for Mutual Security and MSA had a veto 
power and may bring influence to bear for spending for purposes 
beneficial to the Germany economy. 

Mr. Lantarr. The Director of Mutual Security and MSA—that is 
one thing? 

Mr. Murrny. Well, the Director for Mutual Security wears three 
hats, sir. 

Mr. Lanrarr. I shouldn’t have brought this up. 
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Mr. Murpuy. He has an overall responsibility for general super- 
vision and coordinating all programs for foreign assistance. In that 
capacity he is the Director for Mutual Security in the Executive Office 
of the President, and it is in that capacity that I work for him. 

He is the operating head for the Mutual Security Agency, which is 
one of the components of this mutual security program, so that he not 
only has the overall responsibility for all programs but he has the 
specific operating responsibility for the MSA. 

In addition, of course, he is the Administrator of the Mutual 
Defense Assistance Control Act. 

Mr. Lanrarr. Does MDAP fit in under this? 

Mr. Murpny. Yes, sir. Under section 501 of the Mutual Security 
Act, as amended, he has the direction and supervision over all pro- 
grams of assistance including military assistance under the Mutual 
Defense Assistance Act. 

Mr. Lantarr. Now, HICOG only has available to it appropriated 
funds and the GARIOA 25 percent? 

Mr. Murpny. And it apparently has some occupation resources 
which Mr. Wolfe spoke about, which come from the German economy 
directly-—and, as far as I know, that’s the limit. 

Mr. Brownson. Mr. Kennelly, as our counsel, do you have any 
questions? 

Mr. Kennexty. Yes; I would like to ask one question with regard 
to the relationship of any dollar appropriation that might be neces- 
sary: If all of the funds in the GARIOA special account are expended 
in other words, supposing we ran out of deutschemarks iv the GARIOA 
special account—is it conceivable, if that happened, that the Congress 
would have to appropriate dollars which would then be cashed into 
deutschemarks to be used for the purpose that that GARIOA account 
is now being used for? 

Mr. Murpuy. I find that very difficult to conceive, sir. In the 
first place, as Mr. Moss has pointed out, the dollar aid in the first 
instance has been computed on the basis of the need of the German 
economy for dollar exchange. 

It hasn’t been computed on the basis, of need for deutschemarks. 

Now, if this GARIOA special account should become exhausted, 
it is possible that the part—if I may put that word in quotes—of the 
counterpart deposits by the German Government could be increased 
by further agreement between the State Department, on the one 
hand, and the Director for Mutual Security on the other hand, 
pursuant to section 114 (i) of the ECA Act as amended, but that 

Mr. Kenne uy. But if that were done, then that would decrease 
the amount of deutschemarks that would be available to MSA to be 
used for economic support of the military in Germany; is that true? 

Mr. Murpny. It would decrease the amount in the 65 percent 
account, definitely, which would be used for purposes beneficial to 
the German economy under MSA’s guidance. 

Mr. Kenneuiy. And, in that case, that would mean if more 
deutschemarks were necessary to be used by MSA, going through 
the specific mechanism of that 65 percent now, that the Congress 
might have to appropriate more dollars? 

Mr. Murpuy. Well, that would require a complete switch, Mr. 
Kennelly, in the United States aid technique that has been carried 
on in Germany. 
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As I explained, we have not directed the aid toward deutschemarks. 
We have directed the aid to fill the gap that exists between the 
German earnings of dollars and their requirement for dollars. 

Now, if the United States aid pattern should shift so that the 
emphasis no longer was on bridging a dollar gap, but an emphasis on 
the generation of deutschemarks to be used internally in Germany, 
then, of course, what you predict might happen, but that would 
take a major shift of United States policy. 

Mr. Kenneviy. Well, perhaps the emphasis is not on the deutsche- 
marks, counterpart, but nevertheless certainly great consideration is 
given to it. 

Mr. Murpny. It is certainly a very important measure of control 
by the United States. 

Mr. Kenneiy. | mean, in determining how much the appropria- 
tion should be, isn’t considerable attention paid as to how much 
deutschemarks will have to be generated for United States purposes 
in Germany? 

Mr. Murruy. That has not been the case, sir;no. The aid, dollar 
aid component, has been computed on this dollar gap basis. In 
other words, what are their dollar requirements? 

Now, it follows automatically, of course, that, to the extent that 
you put dollar assistance in, you do generate counterpart and to the 
extent that you control them and use them well, you improve the 
overall general economy of Germany. 

Mr. KENNELLY. Is it true that the amount of dollar aid for MSA 
in Germany has been decreasing in recent years so that the amount 
of counterpart that is being generated for the 65 percent fund and 
GARIOA is also decreasing? 

Mr. Murpny. Yes; that is correct, sir. 

Mr. Kennewiy. Well, theoretically, actually the GARIOA fund is 
not receiving as much transfer—— 

Mr. Murpny. That is correct. 

Mr. Kenneuiy. From MSA? 

Mr. Murpuy. That automatically follows. 

Mr. Kenneuziy. That is going down? 

Mr. Murpuy. That automatically follows. 

Mr. Kennexiy. Therefore, the GARIOA fund, as it goes down, will 
have to be husbanded with great care, greater care than when we 
had a larger balance there; is that true? 

Mr. Murpny. I would think so, sir; yes. 

Mr. Kenne.uuy. So, any use of that GARIOA fund for United 
States purposes, as distinguished from German purposes, as were 
read out by Mr. Morse from your publication there, any use by the 
United States Government for strictly United States purposes, should 
be looked at very closely before 

Mr. Murpny. I would say definitely, as a general principle, as the 
money becomes tighter and tighter there would be more things that 
can’t be done. 

Mr. KENNELLY. One last question: Do you have a figure on the 
balance in deutschemarks and dollar equivalent that was in the 
GARIOA account as of December 1952? 

Mr. Murpny. Yes, sir; it is $71‘ million. 

Mr. Lanrarr. Mr. Chairman, I have one final observation. 

Mr. Brownson. Yes, Mr. Lantaff. 
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Mr. Lanrarr. I just have one observation here: As I evaluate this 
dollar gap, it appears to me it is just sort of a subsidy for foreign trade; 
is that right, sir? 

Mr. Murpuy. It certainly has that type of effect, sir, because it 
increases the flow of goods through the countries which otherwise 
wouldn’t flow if the dollar assistance wasn’t there to bridge that gap. 

Mr. Lanrarr. In other words, it would just mean that we would 
be exporting that much less from the United States? 

Mr. Murpuy. That’s correct, sir. 

Mr. Jupp. Mr. Chairman. 

Mr. Brownson. Yes, Dr. Judd. 

Mr. Jupp. Sometimes when the dollar gap is being figured up not 
only the needs of the Germans for American commodities are consid- 
ered, but the needs of American tobacco growers, for example, to ex- 
port their products are considered—— 

Mr. Murpny. I think 

Mr. Jupp. When the dollar gap is being determined; isn’t that 
right? 

Mr. Murpny. I think, sir, that’s not quite a proper statement. 
The dollar gap is determined, and then, after you have determined 
it, if the German Government would have allowed imports of certain 
amounts of tobacco, anyway, and if the United States funds, which 
go out in the form of assistance should happen to be used for tobacco, 
it frees up what Germany would have spent its own free dollars for and 
they might turn around and buy something more in hard goods. 

Mr. Jupp. Why couldn’t the Germans use their free dollars to buy 
repairs for the railroad, of which Mr. Wolfe spoke, or something to 
build up their chemical plants, and their Army, and other things that 
would help them, that would make them be a more helpful member 
of the total Western European picture and thereby contribute to 
United States security. 

Mr. Lanrarr. Will the gentleman yield? 

It will build up their economy so their dollar gap would be that 
much less. 

Mr. Jupp. That is right. 

Mr. Murpuy. That is what we are encouraging them to do all the 
time, of course. 

Mr. Jupp. The point is: If they spend their money for substantial 
goods, we then spend our dollars to give them the tobacco. 

Mr. Murpuy. That is correct. 

Mr. Jupp. That is right. 

Mr. Murpny. If you have a billion dollars of imports of a par- 
ticular pattern going to Germany and Germany only has $950 million 
in free dollars, then there is a gap of $50 million, and it is an economic 
problem that has to be solved, and the attempt is made to solve it 
through this aid program—and, really, in the last analysis it doesn’t 
matter which dollars are used for which imports, because it is an 
overall balancing mechanism. 

Mr. Jupp. Isn’t German foreign trade steadily increasing? 

Mr. Murpnry. I believe that is right, sir; yes. 

Mr. Jupp. Is their deutschemark exchange rate with dollars stable? 

Mr. Murpny. It has been for some time; yes, sir. 

Mr. Jupp. Aren’t they in a position where they are now actually 
earning more dollars year by year? 
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Mr. Murpuy. Yes, sir; I believe they are. 

Mr. Jupp. Not only in direct sales to the United States, but in 
trade, exports, to other countries? 

Mr. Murpny. Yes. 

Mr. Jupp. At least the British are very anxious about the increase 
in German exports. 

Of course, | suppose if the Germans have a smaller dollar gap, then 
we will have to increase the amount we send to England because its 
dollar gap will be increased. 

Mr. Murpuy. Well, we take into consideration in each and every 
country their probable dollar earnings in arriving at this gap. 

Mr. Lanrarr. Mr. Chairman, | have just one further question 

Mr. Brownson. Yes, Mr. Lantaff. 

Mr. Lantarr. With reference to the material for foreign aid pro- 
grams: If the GARIOA funds, as well as counterpart funds, are 
expended to build up the German industries so that they can manu- 
facture either end products or build up German raw materials that we 
need to import into America, we are thereby cutting down that dollar 
gap, are we not? 

Mr. Murpuy. It would certainly seem so. 

I would like to emphasize to the committee as a whole, on this 
whole matter 

Mr. Lantarr. I understand your position. 

Mr. Murpuy. You are talking to a comptroller here. I am not 
an economist. I make no pretext of it. I have only the layman’s 
working knowledge of economy, but from what I do know about 
economics, that would seem to be. 

Mr. Lantarr. Well, we got into this dollar gap 

Mr. Murpny. Yes, sir. 

Mr. Lanrtarr. And it would seem, therefore, the GARIOA funds 
expended to increase the German capabilities to export to America 
would thereby increase their dollar availability here and cut down the 
need for American. appropriated dollars— 

Mr. Murpny. Yes. 

Mr. Lanrarr. For this program. 

Mr. Murpny. And, of course, there is a large segment of tl 
GARIOA fund which is going for promotion of production. 

Mr. Brownson: I want to thank you very much, Mr. Murphy, for 
your testimony, which has been extremely helpful. You have shown 
an unusual grasp of this whole complex subject—and I want to thank 
Mr. DeAngelis and Mr. Morse, who came with you, for their con- 
tribution to this hearing. We certainly hope something productive 
will come out of these hearings and something that will aid in closing 
the dollar gap which was created for most of us on March 15. 

The hearing will recess until 2 o’clock this afternoon, in this room, 
at which time Mr. Ellis of the General Accounting Office will be heard. 

(Whereupon, at 12:20 p. m., the hearing was recessed, to reconvene 
at 2 p. m. of the same day.) 
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AFTERNOON SESSION 


(At 2 p. m. of the same day, the proceedings were resumed.) 

Mr. Brownson. The meeting of the International Operations Sub- 
committee of the House Committee on Government Operations will 
come to order. 

Mr. Mountain, will you call the roll, please? 

Mr. Mountain. Congressman Brownson. 

Mr. Brownson. Here. 

Mr. Mounvratn. Congressman Meader. 

(Absent.) 

Mr. Mountain. Congressman Judd. 

(Absenrt.) 

Mr. Mountain. Congresswoman St. George. 

Mrs. Sr. Georee. Here. 

Mr. Mountain. Congressman Lantaff. 

Mr. Lanrarr. Here. 

Mr. Mountain. Congressman Holtzman. 

Mr. Hotrzman. Here. 

Mr. Mountain. Congressman Dodd. 

(Absent.) 

Mr. Brownson. Let the record show at this point that a quorum 
is present and also that Congressman Meader is being entertained this 
noon at the White House and will join us as soon as the luncheon is 
over. 

Our first witness this afternoon will be Mr. William L. Ellis, Chief of 
the Office of investigations for the General Accounting Office. Mr. 
Ellis, do you have associates with you whom you may wish to call 
upon to testify at some time during your presentation? 

Mr. Exuts. I brought a number of associates along ready to answer 
any specific questions in their special fields. If you wish, I will be 
glad to introduce them now, sir. 

Mr. Brownson. As to the matter of swearing the witnesses, whom 
would you like to have sworn? 

Mr. Evuis. Well, it would be better, I think, to swear in Mr. Welch, 
our Assistant General Counsel; Mr. Cartwright, our Associate Chief 
of Investigations Mr. Kane, of the Comptroller General’s Office; Mr. 
Seymour, of Investigations; and Mr. Haycock, of the General Coun- 
sel’s Office. 

Any one of them may be called upon. 

Mr. Brownson. If the gentlemen designated by Mr. Ellis will rise, 
please. Do you solemnly swear to tell the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Exuis. I do. 

Mr. We cu. I do. 

Mr. Carrwriacart. I do. 

Mr. Kans. I do. 

Mr. Seymour. I do. 

Mr. Haycock. I do. 

Mr. Brownson. Mr. Ellis, do you have a prepared statement you 
would like to present? 
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TESTIMONY OF WILLIAM L, ELLIS, CHIEF, OFFICE OF INVESTI- 
GATIONS, GENERAL ACCOUNTING OFFICE 


Mr. Euuis. No. I understood that I was to present a brief résumé 
of the report on the Bonn housing. 

Mr. Brownson. That is right, sir. 

Mr. Exuis. Which I didn’t, however, prepare in the form of a written 
statement. In the first place, 1 would like to make it clear to the 
committee why we were there. 

Our Office of Investigations, of course, is a part of the Comptroller 
General’s Office, which under the statute is a part of the legislative 
branch and is required by law to make such reports as may be called 
for by either House of Congress or by the committees having jurisdic- 
tion over revenues, expenditures, and appropriations. 

In this case the House Committee on Appropriations a year ago 
specifically requested a full report on the Bonn housing. That report 
was furnished to that committee as of about 10 days ago—4th of March 
I believe it was—and a few days later was furnished to the Operations 
Committees on either side, and I think copies also were furnished to the 
Committees on Foreign Relations and Committees on Foreign Affairs. 

The report is in several parts. The second part contains the con- 
siderable detail on the facts pertaining to the Bonn housing and was 
prepared by our newly established European office, which I would 
like to call to your committee’s attention. 

Our office has never had a group of persons stationed abroad until 
last summer when, again at the specific order of the two Appropria- 
tions Committees, we sent a small staff abroad; and this work is 
their product, coming from our people stationed at Frankfurt and 
Paris. 

The first part of the report contains the background concerning 
the law applicable to the matter and some further background on 
the use of counterpart funds. 

Now, in the effort to bend over backward to make a fair report— 
which I certainly have tried to do—-we sent along with the copy to 
this committee and to the Appropriations Committee the High Com- 
missioner’s own report which was prepared about the same time. In 
fact, it represents in part a cooperative effort, and we apprec iate very 
much the fullness of the report which the High Commissioner’s office 
has provided. We sent it along as a part of ‘this one. 

Also, as you perhaps know, we raise certain doubts as to the legality 
of the operation and as to whether it had been fully cleared with 
the Congress. We had a very helpful discussion with our friends in 
the State Department and some other officers on the subject, and at 
our suggestion they have kindly furnished two memoranda which, as 
we are told, represent the Department’s position on those issues, and 
both memoranda were furnished as exhibits to the report, and I 
solicit anyone reading the report also to read the other side of the 
picture, so to speak, since | am trying, with the greatest of effort, to 
get all sides of the picture together in this report. 

In two paragraphs here is a brief statement of what the report 
purports to show: 


In brief, on land bougbt in the name of the United States, there were constructed 
and completely furnished 458 apartment units for a total cost in deutschemarks 
equivalent to about $21,000 per unit for construction and $5,000 for furnishings. 
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The 5 residences cost an average, including furnishings, of $151,000 each, while 
$240,000 was spent for the purchase, rehabilitation, and equipage of the home 
for an Ambassador. 


The $151,000 is an average. I understand some are a little higher 
and some lower. 

All these figures in dollars are the dollar equivalent of deutschemarks 
spent. {Continues reading:] 


In addition to the apartments and 6 residences, there were constructed a church, 
2 schools, a shopping center, a theater, and a recreation center complete 
swimming pool, at a cost of $3,700,000. Total cost for the housing 
notwithstanding the considerably lower construction costs in 
$16,750,000. 


with 
project, 
Germany, was 


That is $16% million worth of deutschemarks 

I call attention that this report undertakes a definitive coverage 
only of the American housing project. ; 

While there is quite a bit of information here, it doesn’t attempt 
to assay the two projects for the housing of German personnel nor 
the project for the American office building. 

Mr. Brownson. The total you have given us is $16,750,000. 
Does that include the $3,700,000 for the community center, or is 
that an exclusive figure? 

Mr. Exuis. No; that includes the $3,700,000. 

Mr. Brownson. That $16,750,000 is the total cost for the American 
housing project together with the community center, in other words. 

Mr. Exuis.. Yes. 

Now, our comment in sending the report was that no specific 
congressional approval for the project was sought nor obtained, 
and I will go into that a little more in just a moment. [Continues 
reading:] 

Although the novelty and unprecedented character of the question as to the 
legal authority were appreciated, no advance decision was requested of the Comp- 
troller General. Certain very broad and general language of the appropriation 
acts is relied upon by the Department as satisfying the exacting requirements of 
the Revised Statutes and the Foreign Service Buildings Act relating to the ad- 
vance approval by Congress of public building projects. It is significant that the 
total cost is nearly three times the amount authorized by Congress for the world- 
wide operations under the Foreign Service Buildings Act for the same year. 

I thought I would mention in further detail only a couple of ques- 
tions. In the first place, let me make it clear, we have no question 
whatever or no comment as to whether housing of some kind was 
needed. We are not in a position to express any view on that, and I 
have no reason to doubt the statements that are made in the High 
Commissioner’s report with respect to the obvious need for housing 
when the capital was moved to Bonn. 

Now, there are two questions I should comment on: 

One, the suggestion as to the excessive expenditures. In other 
words, there can very easily be no question whatever as to the need for 
building housing and yet be a very considerable queston as to the 

need for building housing of such character, degree and expense; and 
to that question I will address myself very briefly 

We tried to make the report fully factual; and, so far as I am ad- 
vised, it still is;and on that question it is perhaps enough that the report 
speaks for itself in showing that $21,000 per unit was the construction 
cost and about $5,000 for furnishings. That might be a thousand 
dollars either way because quite a lot of the construction did include a 

33693—53—— 
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relatively unusual amount of built-in furnishings, which would then 
appear as part of the construction cost and reduce accordingly the 
furnishings. 

Now, on the question of the furnishings, it is not for me, perhaps, 
to have any comment other than to call to attention of the committee 
the facts which appear, I think, pretty fully and frankly in the report 
furnished by our friends from the State Department. 

The furnishings were listed pursuant to our request at considerable 
length around pages 200 to 230 of their report, and you will notice 
even the costs were furnished—I am advised unaudited, but, on the 
other hand, I have no reason to doubt their accuracy. 

I call attention to the fact that these costs are in deutschemarks, 
and you would have to divide them by about four if you wanted to 
get a dollar comparison. 

The list of items is there given with respect to the different types 
of apartments, and all I need to do is call the attention of the com- 
mittee to the beds and chairs and so on. However, when you get 
down into the smaller furnishings, it may be possible to get some 
relative idea of what we are told is a considerably lavish project. 
I would commend, however, the price paid for such items as these 
this is the furnishing for one of the larger apartments of 4 bedrooms, 
which includes, “—— with a whole page list of kitchen equipment: 
12 water glasses; 12 beer glasses; 12 champagne glasses; 12 cocktail 
glasses; 12 liqueur glasses: 12 white wine glasses; 12 red wine glasses; 
and 12 sweet wine glasses. 

The prices paid were, however, relatively small—as nearly as I 
can figure hastily—appearing to be about 40 cents apiece for the 
glassware. 

Mr. Brownson. Where is that found in the report? 

Mr. Exxis. The Commissioner’s report, page 212, referring to the 
furnishings in a 4-bedroom apartment. However, in the smaller 
apartments, I want to call to attention they were relatively more 
austere because in the 2-bedroom apartments, at least, the same 
glassware was furnished only to the extent of 8 of each item in some 
of them and 6 of each item in the smaller apartments. 

Other furnishings are in proportion in the sense of fullness and 
completeness. 

If I may mention, I have been trying in my own home to arrange 
matters of corre sponding character for 17 vears, and I was advised 
by my best authority that we have about half what these kitchens 
have been provided with. 

A second angle to consider is the question of excessiveness in the 
point of size. The size of the apartments is shown on page 197 of the 
same report and should be considered if we are going to have a discus- 
sion of this question of lavishness. 

Mr. Brownson. Before we arrive at that point, if we were to include 
in the record at this point as an exhibit the description contained in the 
HICOG construction program for the Bonn-Bad Godesberg area for 
block 52, which is contained on pages 211, 212, and 213, will you regard 
that as being typic¢al for the furnishings for these apartment units? 

Mr. Exuis. With only the observation that that is a larger one. 
That is a four-bedroom apartment 
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Mr. Brownson. You would regard that as typical of a four-bed- 
room apartment? 

Mr. Exuis. Yes. They are relatively a little more than for the 
smaller apartments, of course. 

Mr. Brownson. Would you care to select a typical selection from 
the one-bedroom apartments so we might have a little more variety 
in the furnishings? 

Mr. Exuuis. Yes. We can go back to page 198. I believe 198 lists 
1 living room, 1 bedroom, kitchen, and so on; yes. There is a case 
that I mentioned, the glassware, the particular item | brought out, 
only 6 of each of those items. The same variety appears, however, 
but only 6 of each item. 

Mr. Brownson. I am also fascinated to see there that they have 1 
extension cord, 18.75 deutschemarks. 

Mr. Euuis. Well, there is an aerial connection cord. 

Mr. Brownson. Extension cord. In other words, when we supply 
furnishings that include dustpans, irons, extension cords, galvanized 
buckets, “salt and pepper shakers, sirup pitchers, water pitchers, 
measuring glasses, tablespoons, sieves, corkscrews—I can see why 
they ne ed that corkscrew—coco-matting, and all the way down the 
list such as they, these are completely furnished apartments. 

Mr. Euuts. Yes. I was curious why there are 3 ham slicers, one 
9 inch; another 8 inch; and another 8 inch. Iam not too familiar with 
that sort of thing. 

Mr. Brownson. We will ask ory consent that, in addition 
to the material on pages 197, 211, 212, and 213 the matter contained 
on all other pages, page 198 oka page 224 be included as typical 
of the furnishings, according to the testimony that we have just re- 
ceived and ask that they be ‘printed i in the record at this point for the 
information of the other Members of Congress. 

(The information contained on pp. 198 through 224 of “HICOG 
construction program” report is set forth in the appendix as exhibit 
7, p. 350.) 

Mr. Euuts. I am accused of presenting a one-sided report in the 
fact that we lifted out of the Congressional Record an excerpt from the 
London Daily Mail which described the lavishness in these terms 
[reading]: 

The Commission, and later the Embassy, staff will live in what one correspondent 
has unkindly called an atmosphere of Westchester-on-the-Rhine. The apartments 
are large, airy, and so modern in design as to stir the envy of every German house- 
wife (and a good many American housewives, too). Built-in bookshelves, cabinets 
and kitchen installations, tasteful furniture and picture windows are all calculated 

to assure aeaene comfort. 

Mrs. Str. GrorGe. Mr. Chairman, right there, might I ask that 
this article from the London Daily Mail be included in the record, as 
1 think it gives a very fair picture of the criticism that we have 
received in Europe. 

Mr. Brownson. Without objection that will be done, and I will 
also, at a later point, ask to introduce some articles that have recently 
been sent to me from the German press, but I will do that at the time 
Mr. Wolfe is testifying. 

(The article from the London Daily Mail marked “Exhibit 8,’’ 
is as follows:) 








44 USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 


ExutsBit 8 





London Daily Mail, December 18, 1951, included in Congressional 


Excerpt from Continental editi 4 
cord, January 21, 1952, pp. 311, 312] 


Re 

3onN, Monday The Germans eall it Little America, but in fact there is 
nothing little about it The office and housing project erected by United States 
High Commissioner John J. McCloy in and on the outskirts of this pint-size capital 
citv—and into which MecCloy’s staff is making a mass migration from Frankfort 
this month—is the biggest nonmilitary construction ever undertaken by the 
United States Government abroad q 

It also dwarfs all the other new buildings at present going up in Bonn. Only 
Hollywood’s favorite terms—colossal and gigantic—seem extravagant enough to 
describe it. 

Sut impressive as is the new office setup, with its cafeteria for 1,500 persons and 
its expansive design, it cannot hold a candle to the projects calculated to house 
the Commissioner’s staff and their wives, babies, pets, and servants. 


THREE SETTLEMENTS 


There are 3 separate settlements; 1 for Ameriean personnel of the High Com- 
mission and two for the German secretaries, statisticians, and experts of all kinds. 

Total cost of the three, from real estate to lamp shades, is about $22 million. 

The American settlement, with 458 dwellings and its own built-in shopping and 
civic center, is, not surprisingly, the most impressive (awesome might be an even 
better term). But the 2 German projects, each with 412 apartments, outshine 
anything else in Bonn. 

The Commission, and later the Embassy, staff will live in what one correspond- 
ent has unkindly called an atmosphere of Westchester-on-the-Rhine. The 
apartments are large, airy, and so modern in design as to stir the envy of every 
German housewife (and a good many American housewives, too). Built-in 
bookshelves, cabinets, and kitchen installations, tasteful furniture and picture 
windows are all calculated to assure supreme comfort. 

The German apartments are smaller and are not fully furnished. But they 
provide the fortunate employees of the United States in Bonn with cheaper and 
better accommodations than they could possibly find elsewhere. 


BACHELOR SKYSCRAPERS 


Huge windows, economical arrangement of space, and modern cooking and 
washing equipment have set standards hard to match by the German Federal 
Government in its building program for its own civil servants. 

And the 2 bachelor skyscrapers—1 in each of the German settlements—with 
11 stories of 1-room efficiency apartments bid fair to be the most prominent 
landmarks in Bonn. They are the tallest buildings in the entire Rhine area, 
church spires excluded, 

It is noteworthy that out of United States funds the Americans have built, in 
the brief span of 8 months, a total of nearly 1,300 dwellings to house their people 
in the Bonn area. In more than 2 years the Federal Government and the Bonn 
authorities have completed only about twice that many housing units for all the 
people manning the entire German bureaucracy in the capital. 

Under the circumstances, a little placard hanging in the Army architect’s 
office in the middle of the vast complex he has designed seems peculiarly—although 
unintentionally—appropriate. It reads: 

‘‘Man, proud man, dressed in a little brief authority, plays such fantastic tricks 
before high heaven as makes the angels weep.” 

Shakespeare should have seen Little America in Bonn. 

Mr. Exuis. We had in contrast some articles in the press which 
were far more critical, but which we did not include on the basis 
that we thought they were overdrawn, but I do wish at this point in 
the record, in contrast to what I have put in the report, and in full 
fairness, to point out that in the report furnished by the High Com- 
missioner, there was bound in a brief folder or pamphlet, apparently 
printed over there, which is entitled, “HICOG Builds for the Future,” 
and is a very interesting and, so far as I know, very accurate explana- 
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tion of the entire project, and included in there is this quote, which is 
credited to the Christian Science Monitor, saying: 

These flats are modern in construction, but care has been taken in effecting as 
many economies as possible. 

That is referred to here as an excerpt from the Christian Science 
Monitor, and was a part of the High Commissioner’s report which 
again was sent along and is a part of the report we furnished the 
committee a week ago. I hope not to be accused of unfairness in the 
fact that our quote of the adverse comment was found in the middle 
of this volume, and the quote of the favorable comment was found 
at the latter part of the other volume. All volumes came together, 
and I am trying to present as fairly as possible both sides of the issue. 

The second question pertains to the point of size which comes up 
in this way: It is pointed out that a very fine contracting job was 
completed here, because it cost, it says, 80 cents per cubic foot. We 
have not had any occasion to audit that figure, and we have no reason 
to suggest that it is wrong. It is, of course, a relatively favorable 
figure, 80 cents a foot. 

The trouble is, of course, that there were too many feet. The size 
of the living rooms is the fairest example, it seems to me, because it 
is the most readily understandable, and as I leaf through the pages 
of the High Commissioner’s report, I see living rooms and their foot- 
age, and here is one of 624 square feet. That would be relatively 
20 by 31, I guess, 20 by 32. Here is another living room of 534 square 
feet. Both of those have also separate dining rooms. 

In some other cases the large living room serves also as a dinette. 

Mr. Brownson. How many bedrooms were there in these apart- 
ments? 

Mr. Exuts. Those are the big ones. One has 4 bedrooms with 
534-square-foot living room. One has three bedrooms with another 
room called a den-bedroom. Here is a living room of 460 feet; another 
one, 540. Here is a living room of 510, a part of which is also a 
dinette, an additional 190. 

Mr. Brownson. The size of the living rooms, then, varies directly 


in accordance with the number of bedrooms and the number of wine 
> 


Mr. Etuts. Well, I seem to see pretty big living rooms all the way 
through. Here is one of a 2-bedroom affair with 664-foot living 
room, with a balcony which is apparently separate from that. I am 
not too clear about it. 

The total size of the larger apartments—it might be of interest— 
the total size of the 4-bedroom apartments is around 2,500 feet. 
I have to use very homely examples because I am not in the building 
trade, but as to my present home here in Washington—which is a 
4-bedroom home, and I am told it is regarded as a big house, and I 
have been struggling for years to get it paid for. The total area of 
that house is about 1,400 or 1,500 square feet as distinguished from 
the 4-bedroom apartments that are around 2,400 square feet. 

We don’t, of course, question the building itself. The evidence of 
lavishness or excess appears in the size and perhaps unusual furnish- 
ings. 

There is on the other side, however, the comment that the build- 
ings were completed at a remarkably fine construction schedule, and 
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there was evidence of fine and very able administration in the HICOG 
itself as well as among the contractors in getting the job done so 
quickly. 

Now, that brings up my final point pertaining to whether this had 
the specific approval of Congress as to which a certain chronology of 
events, it seems to me, is essential for your consideration. It was in 
September of 1949 that the High Commissioner’s Office under the 
State Department took over from the military who had been the 
occupying government for some time prior. The government had 
just about then moved down to Frankfurt and got set up. ‘This was 
in the fall of 1949. 

The German Government moved up to Bonn very soon—do you 
have the exact date on that? The German Government moved up to 
Bonn about in that same fall, within a month or two. 

For a year operations continued with our High Commissioner and 
his staff located at Frankfurt, about 120 miles, I believe it is—about 
120 miles south, up the river from Bonn where the German Govern- 
ment was located. 

A number of policy discussions were held as to whether the High 
Commissioner’s Office should not move to Bonn. There were many 
pros and cons which I have no background or basis for assaying, but 
it was considered in February 1950, and at that time, I believe, turned 
down. 

Finally, in the fall of 1950, after about a year, you see, of this one- 
hundred-odd-mile separation, a policy decision was made that the 
Commissioner’s office and his staff, several hundred people, would 
have to move up to Bonn. Implicit with that determination was the 
determination that some housing had to be provided somehow, because 
it didn’t exist, as [am told, at Bonn. It was in December of that year 
that the Department of State gave its approval. 

Now, up to that point there had been no occasion, perhaps, to 
ask Congress to make a specific approval of the spending of this 
money for this purpose. 

As a matter of fact, in the year before, the Department took a bill 
up to Congress for approval on the entire operation over there, and 
they took the Army Department’s law that had been used the year 
before, and it is notable that that law which the Army operated 
under contained a specific exclusion from this Revised Statutes’ 
requirement I was talking about. 

It seems to me that is awfully important. We may differ on what 
it means, but it is obviously significant. You see, the Revised 
Statutes that we normally rely on in this country as the basis for 
Congressional control on capital expenditures say that you must 
get specific appropriations for these purchases of land, building sites 
and construction. 

Now, the Army law said that statute doesn’t have to be complied 
with, along with many others. The Deparment took that law up to 
Congress and asked it to be written up for them, but said, ‘We 
don’t need that exemption. Any buildings operations will be done 
under the Foreign Service Buildings Act,” and accordingly Congress 
eliminated that exemption. 

Now, what is meant by “It is easy to argue?” I had a very clear 
opinion of what I thought it meant, but other folks may feel differ- 
ently, and I want to call to attention on the other side that in that 
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set of figures—you see how they set it up at the hearing. We put 
in brackets the items in the old law not needed—that is the exemption 
from 3734, the Revised Statutes. [Reading:] 

We don’t need that because these are general construction clauses which are 
not pertinent to the GARIOA program since the activities of the Department 
are covered by the Foreign Service Buildings Act 

However, at another point on the same page they left in another 
exemption from another old statute; that is, Section 355, the Revised 
Statutes, which is the one that requires any department to go to the 
Attorney General to get the title to land approved before the Govern- 
ment buys it. 

Well, that leaves you a possible conflict. On the one hand is the 
inference that we are going to buy land. On the other hand is the 
inference we are not going to build, and either implication can be 
considered, but there we are. That, as I say, was in February of 1950. 
At that stage there liad been talk about moving to Bonn, but at that 
point it was decided that wasn’t a proper thing to do. By the autumn 
of 1950 that determination was changed, as I say. In November it 
was decided to move, which required the building of housing. 

That is when the folks at Frankfurt held quite a meeting to decide 
how to finance the obvious need for construction. It was then pointed 
out that probably Congress would not approve the size of the program 
that was required. 

Mr. Brownson. Do you know who attended that meeting? Do 
you have any record of that? 

Mr. Exuts. I want to point out that meeting is fully and frankly 
reported in the High Commissioner’s report in the November meeting, 
as a recall it, November, 1950; November 14 

Page 21 of the High Commissioner’s report say: 

Following is summary of discussion of meeting in vour office, November 8, 
concerning Bonn move. 

This is from Mr. Wolfe to Mr. McCloy, and there is a reference to 
Mr. Bowie, Mr. Buttenwieser, Mr. Lightner, Mr. King, Mr. Marshall, 
Mr. Stone, Mr. Shute and Colonel Gerhardt, all listed as evidently 
having been in attendance at the meeting. 

Mr. Brownson. Do you have Mr. Stone there, too? 

Mr. Extts [reading]: 

Mr. Stone expressed approval of a transfer to Bonn and was not too much 
worried about the residual and phase-out operations which would remein in 
Frenkfurt following such a move, or that some of the public effeirs activities 
would have to remain in Frankfurt He stressed his hope thet funds for the 
construction at Bonn would not come exclusively from public affairs deutschemark 
budget. 

There is a statement which was referred to in our report about the 
possibility of using Foreign Building Office funds for construction in 
Bonn and the statement that the total worldwide Federal Foreign 
Buildings operation budget was only two and one-half million dollars. 
Accordingly, it says, there is doubt whether the approach to Congress 
for additional funds for the building at Bonn would be favorably 
considered. 

Mr. Brownson. Without objection, I will ask that the memoran- 
dum from the office of the United States High Commissioner for 
Germany, dated November 14, 1950, as contained on pages 21 and 
22 of the “HICOG Construction Program” report be included in 
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the record together with such other portions of the report as the staff 
deems necessary to present a good picture of the history of the Bonn 
move and construction program along with a chronology of the most 
significant occurrences. 

(Exhibits 9A, 9B, 9C1-9C4, 9D, and 9E follow:) 


Exnipirt 9A 
THe Bonn-Bap GopEsBERG AREA CONSTRUCTION PROGRAM 
CHRONOLOGY OF EVENTS 


November 3, 1949: Bundestag voted that Bonn would be the capital of the 
Federal Republic. 

February 28, 1950: A special committee recommended to United States High 
Commissioner John J. McCloy that existing plans for housing construction at 
Frankfurt be carried out and that no further consideration be given at that time 
to moving HITCOG to Bonn. 

October 2, 1950: 420 furnished housing units were completed at Frankfurt 
and families began to move into the proj et 

October 27, 1950: Mr. Glenn G. Wolfe, executive director, HICOG, by memo- 
randum suggested that the reasons which deferred the decision to move to Bonn 
in February 1950 should be reconsidered in the light of intervening political and 
other events 

October 22-28, 1950: Mr. Frederick Larkin, then Chief of the Foreign Building 
Operations, Department of State, in connection with other business, held discus- 
sions with officials of HICOG on the proposed Bonn move. 

October 28, 1950: Mr. Larkin advised the Department of the proposed move 
by cable stating it was expected that construction and furniture costs would be 
borne by other than FBO funds 

November 8, 1950: Meeting of Mr. McCloy and other HICOG officials to 
discuss considerations involved in the proposed Bonn move. Mr. McCloy 
reserved final decision pending further study of the situation. 

November 14, 1950: Mr. Wolfe summarized the discussion of the November 8 
mecting in a memorandum to Mr. McCloy. 

November 21, 1950: Mr. Wolfe wrote a memorandum for the record indicating 
that Mr. McCloy had determined that competent German, British, and French 
authorities had no objection to the proposed move and had instructed Mr. Wolfe 
to proceed according to plans outlined at the November 8 meeting. 

November 21, 1950: Cable No. 4271 from HICOG to the Department of 
State advising the Bonn move was being favorably considered, summarizing 
plans and asking for the Department’s reaction 

December 1, 1950: Cable No. 3972 from the Department of State to HICOG 
approving the move to Bonn and indicating that the proposal had been discussed 
informally with the Bureau of the Budget and the Economic Cooperation Admin- 
istration. HCA concurred subject to the concurrance of the Office of the Special 
Representative in Paris 

December 6, 1950: Memorandum from 8. Houston Lay, of the Legal Advice 
Division, HICOG, to Mr. Wolfe, giving the opinion that HICOG had legal 
authority to use GARIOA funds for American construction. 

December 21, 1950: Cable No. 5207 from HICOG to the Department of State 
directed to the attention of Messrs. Kimball and King referring to a telephone 
conversation between Mr. Wolfe and Messrs. Kimball and King. HICOG 
advised it would proceed with plans to obtain the necessary property in the Bonn 
area and would forward site layouts, prices, and other data when sales were con- 
cluded together with plans and contracts for American and German housing, 
commissary, PX, school, warehouse, chapel, and related buildings as they were 
concluded. 

December 22, 1950: Cable No. 4461 from the Department of State to HICOG 
granting authority to negotiate for purchase of sites for residences, office buildings, 
apartments, and related buildings as had been discussed with Mr. Larkin. The 
Department asked that firm offers and estimates be submitted for consideration 
and indicated that payments would be made from GARIOA funds previously 
authorized for occupation housing purposes. (N.B.—The conflict over the degree 
of authority given HICOG as evidenced by cable 5207 and cable 4461 was appar- 
ently resolved in favor of granting blanket authority to HICOG. No written 
record was located to confirm this conclusion.) 
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January 2, 1951: Mr. McCloy announced that HICOG would move from 
Frankfurt to the Bonn enclave. 

February 15, 1951: Ground broken for American apartment housing. 

November 1, 1951: Construction of apartments for American personnel com- 
pleted. 

November 5-29, 1951: Employees moved from Frankfurt to Bonn. 


Exutpir 9B 


HICOG Construction ProGrRAM, Bap GopESRERG/BONN, GERMANY (GENERAL 
INTRODUCTION TO PROGRAM) 


On January 2, 1951, the then United States High Commissioner to Germany, 
Mr. John J. MeCloy, announced that HICOG would be transferred from Frank- 
furt to the Bonn enclave as soon as housing, office space, and other facilities 
could be constructed. To quote Mr. McCloy: 

‘‘The Bonn move is a basic step directed toward the establishment of normal 


relations with the German Federal Republic at its seat of government. This 
move will simplify our working relations with the Federal officials without 
sacrificing the contacts with the Laender. It is especially gratifying to me that 


it can be accomplished without expense to the German people, as the construc- 
tion costs and related expenses will be paid with deutschemarks from United 
States counterpart funds and will not be charged against ‘occupation costs’.”’ 

Mr. McCloy had been the principal figure in a great number of meetings de- 
signed to review the arguments for and against the move to the Bonn area. To 
appreciate why the transfer to Bonn was imperative, one must review the condi- 
tions existing from the summer of 1949 to date 


THE GENERAL SITUATION IN THE SUMMER OF 1949 


The United States military government organization was widely dispersed in 
1949. The official headquarters and principal advisers were in Berlin, most of 
the economic organization’ (BICO, JEIA) was in Frankfurt, and the headquarters 
portion of the public affairs organization was located in Bad Nauheim. With 
the occupation statute expected to go into effect in the early fall of 1949, the 
military governors in July decided that each power would establish unilateral 
headquarters in its respective zone. Since Bonn was designated as the provi- 
sional West German capital, the Bonn enclave would be tripartite headquarters 
and the weekly or biweekly meetings of the High Commissioners would be held 
there. Therefore, in the summer of 1949, the United States element decided to 
concentrate its headquarters organization in Frankfurt, one of the principal cities 
of the United States Zone. This was done not only for convenience but in the 
interests of economy and efficiency of operation. 

This was still a period when much emphasis was placed on state and local 
government and on the activities of the United States land commissioners’ 
organizations in Bavaria, Bremen, Hesse, and Wuerttemberg-Baden. Further- 
more, many of the Bizonal German Ministries were located in Frankfurt, which 
facilitated contacts. Future events quickly changed this emphasis but these 
could not be foreseen in the summer of 1949. 

Moreover, in most cities throughout Germany the housing conditions were 
extremely substandard. In the city of Frankfurt prior to the war, there were 
177,500 housing units. During the war 80,575, or 46 percent, were completely 
destroyed and approximately 53,000, or an additional 29 percent, were partially 
destroyed, the degree of damage ranging from 10 to 95 percent. The quarters 
requisitioned by the United States in 1945 were selected from the remaining 25 
percent. Even with the reduction in personnel that was carried out in the 
summer of 1949, there would not have been enough requisitioned quarters to 
house the United States concentrated headquarters forces in Frankfurt. The 
High Commissioner very early determined a policy of no more requisitioning; 
hence, as early as Aucust of 1949, it was determined that hous'ne would have to 
be constructed for the American pe rsonnel b cause of the following reasons: 

1. The German housing situation (with 1.6 to 1.9 Germans per room) was 
one of the most serious economic problems in Germany. 

2. With the coming into effect of the occupation statute, the continuance 
of requisitioning was certainly undesirable. 

3. United States counterpart funds, as discussed later, were available for 
housing, one of the main rehabilitation problems of the country. 
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4. As housing was constructed, requisitioned quarters would be released, 
thereby further relieving the German housing situation. 

5. It was anticipated that United States headquarters would remain in 
Frankfurt for the duration of the occupation statute or until a peace treaty 
was signed. 

6. The United States would have full need of the construction for some 
time to come. (The consulate general of course would be established per- 
manently in Frankfurt, the United States Armed Forces would be around 
Frankfurt at least until the peace treaty and, therefore, could well utilize 
the quarters; under any circumstances there would be, for at least 25 years, 
a dire need by the Germans for housing; therefore, HICOG requested the 
city of Frankfurt to share in the expense of construction, which it dic). 


SOURCE OF FUNDS FOR CONSTRUCTION 


To understand the reasoning behind United States expenditures in Germany, 
one must have a full grasp of the nature of counterpart funds. In the years 
prior to World War IT, money was voted by the United States Congress to aid 
foreign countries and the usage of this money left to the discretion of the country 
being aided. In the Second World War, the United States became heavily 
involved in lend-lease operations to its allies. After the war, various new concepts 
of American aid were developed such as GARIOA and ECA counterpart funds. 

As provided by the Economic Cooperation Act of 1948, as amended, and the 
Mutual Security Act of 1951, as amended, bilateral agreements have been entered 
into between the United States and participating Nuropean countries. Each 
recipient country has assumed an obligation to deposit in a special account amounts 
of its local currency commensurate with the dollar grant aid received. These 
local currencies are called KCA-MSA counterpart funds, 

In Germany, there are also the GARIOA counterpart funds. These funds 
were originally generated by dollar aid allocated to Germany under the Govern- 
ment and Relief in Occupied Areas program which was administered principally 
by the Department of the Army, but by ECA in its final stages. After this 
program of dollar assistance was terminated, it was agreed by the Department 
of State and ECA to maintain the GARIOA account by depositing in it 25 per- 
cent of the counterpart generated by ECA-MSA aid. 

In addition to these accounts, 5 percent of the counterpart generated by ECA- 
MSA aid was required to be placed in a special account available for the adminis- 
trative expenses of ECA-MSA and to finance strategie material purchases. 
Deposits into this account were increased to 10 percent of counterpart generated 
by the latest amendment to the MSA Act. 

ECA-MSA counterpart funds have been used for the development of the pro- 
ductive capacity of the Federal Republic. Programs and projects for expendi- 
ture are proposed by the Federal Republic and approved by ECA-—MSA. 

GARIOA counterpart funds may be used unilaterally by the United States 
Government for those purposes outlined in the appropriations act for Germany. 
Any remaining balances may be drawn upon by the Federal Republic for such 
purposes as are agreed to by the United States Government. 

Since the end of World War II and up to June 30, 1952, the United States 
Government’s total aid to Germany was $3,457,437,022 or in excess of DM13,- 
829,748,088. Of this total aid to Germany (over DM13,000,000,000) HICOG 
has spent a total of DM150,000,000 for its housing development in Frankfurt, 
and its office building, American and German housing in Bad Godesberg-Bonm, 
or approximately 1 percent of the counterpart aid to Germany. 


HOUSING OF UNITED STATES EMPLOYEES ABROAD 


In the Foreign Service Act of 1946, civilian employees of the United States 
Government serving abroad receive quarters’ allowance in lieu of quarters. 
This approximates the Armed Forces law which grants quarters or quarters’ 
allowances to all officers, whether serving in the United States or abroad. In 
Germany, civilian employees were occupying requisitioned housing paid for from 
occupation costs. Therefore, no allowances were granted. However, upon 
termination of occupation cost support, these quarters would have to be leased 


and then the individuals wonld receive allowances. Although the private leasing 


of quarters in Germany is practically impossible due to the housing shortage, a 
reasonable housing allowance would be class 5 (identical with Paris). 

Using this as a criterion, the total allowance per annum for the present employee 
strength billeted in the American housing project, Bad Godesberg, would be 
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$1,074,000. If these quarters had not been constructed, other governmental 
expenses for temporary lodging allowances and for the shipping of effects would 
also have been incurred. These additional items would amount to approximately 
$225,408 per year, a sum which, when added to the $1,074,000, makes ‘a grand 
total of $1,229,408. On the other hand, the cost of maintenance and operation 
of the American housing project, including all utilities, repairs, amortization of 
furnishings, and maintenance personne! salaries, is $645,058 per annum. Hence 
one can readily see that by building and furnishing quarters for HICOG Ameri- 
can emplovees in Bad Godesberg, the United States Government realizes an 
annual dollar savings of $654,350 For the details, see the attached annex 


FRANKFURT CONSTRUCTION 


The same considerations influenced the Frankfurt housing project. During 
August and September 1949, plans were drawn up for the construction of 420 
units in the Frankfurt area. Through arrangements with the city of Frankfurt, 
it was agreed that the city would provide the land and all external utilities, and 
that the United States Government, from the counterpart funds available to it, 
would construct the buildings. HICOG has no figures on the actual outlay by 
the city of Frankfurt, but the land is located not far from the center of the city 
and is a valusble piece of property, consisting of some 24 acres. After these 
tentative agreements and plans of construction were drawn up, a member vf the 
staff was sent to Washington to go over these plans with officials of ECA and the 
State Department. After completion of this and other business, the staff officer 
returned with the approval of the agencies involved, namely, approval of the 
a) tentative agreement with the city of Frankfurt, (b) approval of construction 
ans, and (c) approval of the use of counterpart funds to do the work. (The 
. 5. Government agreed also to turn over the buildings to the city of Frankfurt 
“‘when it had no further use for the buildings to house U. 8. Government American 
employees,’ the United States alone to make this determination.) Plans were 
finalized, bids were issued, and ground was broken for the Frankfurt project on 
March 14, 1950 





FEDERAL GOVERNMENT NAMES BONN THE CAPITAI 


On Nove mber 3, 1949, the Bundestag voted that Bonn should be the capital of 
the Federal Republic. The occupation statute had been signed on September 21, 
1949. It must be noted that this was all “pre-Korea” and that the decision to 
retain headquarters in Frankfurt was based on the theory that the High Com- 
missioners would operate in their zones and would maintain contact with the 
Chancellor through weekly or biweekly meetings in Bonn. ‘Their principal 
responsibility still rested in their zone of occupation, where under the occupation 
statute, the land commissioners had wide authority, although not as wide as that 
of the previous land military governors. In Frankf urt, as explained above, 
HICOG anticipated full use of the apartments by American personnel for some 
time to come, that is, by the consular staff, public-affairs personnel, the Armed 
Forces, and other Government agencies Four hundred and twenty furnished 
units at Frankfurt were completed at a cost of DM27,500,000 and families began 
to move into the project on October 2, 1950 Since this date they have been 
fully oecupied by employees of various United States agencies 

There was no difficulty in getting release of counterpart funds to do this con- 
struction work in Frankfurt. However, since it was a completely new type of 
undertaking for ECA and the State Department, review of the program was 
required here, in Paris and in Washington. 

During the period from September 1949 until after the outbreak of the Korean 
war (June 1950), there was little difficulty in carrying out the pre gram with head- 
quarters in the United States zone. <A few individuals traveled back and forth to 
Bonn once or twice a week in order to meet with the Allied High Commission, 
the principal committees, and/or the Chancellor. The major part of rere 
States activity still was within the United States zone and the hub of the United 
States zone was Frankfurt. Only a small number of key officials were required 
to travel to or to live in Bonn. Actually, the Ministries, including Economics 
and Finance, the Bank Deutscher Laender, and the Reconstruction Loan Cor 
poration were still located in Frankfurt. However , as < ae and housing facilities 
became available in Bonn in late 1950 and early 1951, the Federal Government 
moved its agencies to the capital. This naturally augmented the amount of 
HICOG travel from Frankfurt to Bonn. At the same time, the western allies 
were steadily increasing the powers of the Federal Government. Thu: the 
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Petersberg protocol was signed on November 22, 1949, and in May of the following 
year, the negotiations for the revision of the occupation statute were authorized. 
It became more difficult for HICOG to operate from Frankfurt. 

After the Communist attack in Korea, things moved even more rapidly. The 
Brussels Conference of Foreign Ministers in December 1950 approved the principle 
of replacing the occupation statute with a series of contractual agreements. The 
work commenced immediately on the Allied side and in May 1951 the discussions 
were extended to include representatives of the Federal Government. After a 
year of intensive negotiations, the contractual agreements were signed on May 26, 
1952. 

All these circumstances greatly increased the amount of HICOG travel from 
Frankfurt to Bonn. In the winter of 1949-50, several HICOG employees were 
killed in automobile accidents while making the 180-kilometer trip from one 
city to the other on official business. Mr. McCloy early gave his consideration 
to this question and held discussions with Allied and German authorities, who 
were unanimous in recommending that the HICOG headquarters be moved to the 
Bonn area. Washington approval for the transfer was secured and on December 
15, 1950, instructions were issued to start planning for the move. 

On October 27, 1950 (the date when the personnel requirements and the con- 
siderations surrounding the transfer of HICOG to Bonn were presented to Mr. 
McCloy), the authorized strength for headquarters, Frankfurt, was 1,492 Ameri- 
can fnd 4,200 German employees. The projected trend was to reduce to 1,146 
American and 3,481 local employees by September 1, 1951. Following this date, 
further reductions were anticipated so that the HICOG (not including the con- 
sulates general) strength would be approximately 500 Americans and 1,000 
Germans by September 1, 1952. It was for this number that construction over 
the long period was necessary and the plans reflect the accommodations needed. 
It is interesting to note that at the time of transfer to Bonn, 1 year from the date 
of the October 27, 1950 report, we provided accommodations for 520 American 
and 882 German employees and their dependents. 

Today HICOG is providing accommodations in Bad Godesberg-Bonn for 1,083 
American and 1,657 local employees and dependents. 

Planning for the construction of facilities in the Bonn area offered many 
problems. In 1950, Bonn itself was a damaged university town (population 
115,394). Little land was available for the amount of construction necessary to 
house HICOG (both American and German) personnel. The adjoining town of 
Bad Godesberg on the Rhine (population 44,627) was not damaged by the war, 
but every available living unit was overcrowded and recreational facilities were 
severely limited. There was, however, vacant land on which housing could be 
constructed. Bad Godesberg was a few minutes drive from the Bundehaus and 
just across the river from the Allied High Commission Headquarters at the 
Petersberg. The town was far from rich, and even though we constructed all of 
our own facilities, it would still be severely taxed for police, sanitation, streetcar 
and bus travel, schools, etc. If the United States was going to move in a large 
number of American and German employees of HICOG, it was only reasonable 
that it should add to the facilities of the community, instead of creating a burden 
to their already overtaxed and extremely limited facilities. One of the major 
questions was, “‘What facilities would be needed to supplement the housing?”’ 

The officials of Bad Godesberg and the Federal Republic, particularly the 
Minister of Finance, cooperated to the fullest extent, even to appropriating 
between seven and eight million deutschemarks for the purchase of land for the 
headquarters building and the two housing projects for German employees, 
construction of roads, utilities, ete. It was decided to add the following facilities 
to the American Plittersdorf Aue Housing Project: a shopping center; chapel; 
theater; a building to house a gymnasium, bowling alleys, and swimming pool; 
and a building containing a restaurant, lounge, and bar. The idea was that this 
community would supplement the Bonn community and would not be a restricted 
American project. This concept was in line with the principle behind counter- 
part funds. It was never considered that these facilities (other than the com- 
missary and small-sales stores) would be for the exclusive use of the Americans. 
Another point that should be made clear is that upon completion, all facilities 
must be entirely self-supporting as to operation, maintenance, and replacement 
of equipment. Although initial structures were a part of the general construction 
program, and the title to the entire Plittersdorf Aue project rests in the United 
States Government, the operating costs, i. e., personnel, maintenance, the costs 
of food and drink and the cost of equipment replacement, must be borne from 


ante 


: 








USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 53 
the income from the use of the recreational facilities by the community, and by 
the logistic support fund derived from the sales store and commissary profits. 

In the foregoing and in the attached documents, many points (narrative, 
documentary, and numerical) have been pointed up. However, in the interest 
of clarity, additional explanations may be necessary in order to expand on the 
“eold statistical facts.” 


MANNER OF BIDDING AND AWARD 


It is appropriate to review the methods of bidding used on the Frankfurt and 
Bad Godesberg building projects. After initial designs were prepared by the 
HICOG technical staff, specifications were written by the German architect and 
invitations to hid were extended to previously screened, reputable construction 
firms. After a specified date, their sealed bids were returned and opened at a 
public bid hearing. Inasmuch as the specifications were separated into such 
salient points as raw construction, outside utilities, plumbing, electricity, etc., a 
review of the contractors’ bids enabled the American staff, in conjunction with 
the German architect, to see specific differences in the contractors’ bids. After 
selecting the low bidder in a particular section, i. e., plumbing, electricity, raw 
construction, ete., we suggested that the low bidders join in an association in 
order to secure the contract. The building projects, being of much large: mag- 
nitude than normally handled by firms in Germany, were too large for one firm. 
Through the manner described above, we not only insured that completion dates 
would be met but also guaranteed the United States Government that the lowest 
price had been obtained. 

The selection of the architect for the Frankfurt project was the result of bidding 
and a submission of brochures showing work previously accomplished, as well as 
prospective sketches for the new development. The successful architect for the 
Frankfurt project was again selected, by direct negotiation, for the Bonn building 
project. Two paramount reasons made this method the most practicable. 
First, HICOG had had occasion to work with and respect the technical knowledge 
of the firm and, secondly, speed was of an essence as, to meet our target dates, 
we needed to immediately prepare site layouts and working drawings. The 
German architectural firm of Apel presented bids in both cases below the mini- 
mum architectural fee allowed by the architectural associations of Germany. 


AMERICAN HOUSING DEVELOPMENT 


The 458 units comprising the American housing development in Bad Godes- 
berg were built on land purchased from some 60 individual owners. The price 
for this land averaged about the equivalent of 18 cents per square foot and each 
purchase was approved by the competent German Federal authorities. A! prop- 
erty which was used for the development, including the facilities, is owned in fee 
title by the United States Government and represents an asset that can be liqui- 
dated upon very short notice. As has been previously stressed, war-ravaged 
Germany will be in need of housing for many years to come. Based upon this 
fact, the United States Government should be able to realize its entire investment, 
less certain amounts for depreciation, from this development, should it ever be 
necessary to sell. If our personnel strength should be sharply reduced, the vacant 
units can readily be leased or sold since Bonn, the capital, is growing very rapidly. 

The location of the living quarters is ideal in that they are some 10 minutes from 
Bonn and the Bundeshaus, seat of the German Federal Government, and less than 
15 minutes from the office building presently located in Mehlem. The apartments 
consist of 120 single, 144 2-bedroom, 144 3-bedroom, and 50 larger units, totaling 
458 apartments. No one denies that the setting is beautiful and that the quarters 
are in good taste but their cost and style are certainly not of the luxury order. 
The Americans living in the project are living comfortably with modern facilities 
in a manner befitting representatives of their country, but without ostentation 
or luxury. As for the so-called isolation, it is not apparent when one fully appre- 
ciates the close association between the Americans and Germans of the Bad 
Godesberg/Bonn community, and the members of other missions. In addition, 
the very fact that housing is available, greatly facilitates the recruitment of 
qualified replacements in the United States. Further, many man-days are saved 
by the fact that an employee arriving in Germany is able to immediately provide 
the ever-necessary roof and shelter for his family, and hence devote his entire 
time to his new job. The old “bugaboo” of many hours (or days) away from the 
office, contacting realtors, ete., has been eliminated by the construction of these 
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units. For example, during the past months, employees of a United States 
Government agency arrived in Paris and Bad Godesberg on the same day. “Those 
assigned to Paris are still attempting to find accommodations, with resultant loss 
of work time; while those stationed in Bad Godesberg were immediately billeted 
and in a position to begin their new assignment. In all Foreign Service posts, as 
everywhere, housing plays an important part in the morale of the employee. 
The problem of a large turnover of personnel due to the fact that they are dis- 
satisfied with what quarters they can obtain has also been eliminated by the 
construction above related. After a few years have passed, it is felt that a large 
saving will have been realized by the United States Government in a lower turn- 
over of personnel. 

All plans for this development were approved not only by the local city officials, 
but as well by the Federal Government. Full recognition was taken of the lovely 
Rhine, and every endeavor was made to refrain from disturbing the natural 
beauty of this particular area. 

In addition to the apartments, it was considered necessary to augment the few 
facilities previously located in Bad Godesberg and Bonn. What facilities were 
here were greatly overtaxed by the local populace before the arrival of the foreign 
missions. To place a further strain on these facilities would have aroused resent- 
ment; hence, HICOG saw fit to provide the normal recreational and shopping 
facilities to be found in like communities in the States and wherever possible, 
counteracted the criticism of “isolationism’’ by making them available to all 


THE METHOD OF OPERATING FACILITIES 


The commissary and limited-sales store are available only to American em- 
ployees and their dependents, end Americans whose presence in Germany is 
sponsored by the United States Government. There is a very simple reason for 
this restriction, which applies to practically all countries. The commodities are 
imported duty free and therefore cannot be made available to the German popula- 
tion. The other establishments in the shopping center are leased to German 
concessionaires and are open to Americans and Germans alike. They are the 
barber shop, beauty shop, gift shop, children’s shop, etc. The proceeds from the 
leases are deposited in a special account for the maintenance and amortization 
of the buildings. The cost of constructing the shopping center, including all of 
the above, plus service station and theater, was DM1,377,734.34. 

The chapel, costing DM681,222, is nondenominational. It was dedicated on 
July 18, 1952, with members of the Protestant, Catholic, and Jewish faiths 
participating 

The words of Mr. McCloy, when he dedicated this chapel on the 18th of July, 
“T hereby present the Stimson Chapel to the community of Bad Godesberg for 
the use of all who worship God” have been taken at full value by the citizens of 
Bad Godesberg. The majority of services held over the past months have attracted 
many members of the German community. In addition, they have prepared 
programs and given their time and talent for these services 

The theater, seating 420 people, is being used todav to show American films 
procured through the Army Motion Picture Service. The theater was considered 
to be a community requirement because at the time of construction, the town of 
Bad Godesherg had only 1 theater and this was under requisition 4 nights a week 
hy the British and French (Another theater has since been constructed in Bad 
Godesberg.) We are at this time negotiating with the British and French to 
give up their partial requisitioning of the German theater so that it may be 
available full time for German films. The showing of films in the community 
theater is under United States Army supervision, which means that under the 
Army’s agreement with the Motion Picture Association of America the showing 
of American films must be limited to Americans and their guests. HICOG is now 
negotiating to secure American films in some other manner, without these restric- 
tions. The theater is also used for plays and community events. 

The building containing the gymnasium, swimming pool, and bowling alleys 
was completed early in October 1952. It is being used, as the other facilities, by 
mnembers of the community. The membership is as broad as the capacity of the 
fecilities will allow. First, all American employees of HICOG are automatically 
eligible, as are all Gerrnan employees and all Americans having legitimate business 
in the area. Members of the diplomatic corps have been invited by the community 
council to join the club; invitational membership has been extended to Germans. 

To realize the extent of participation by other than Americans, one must know 
that over 40 percent of the memberships in the community recreation area are 
held by other than United States HICOG employees. This mutual use and/or 
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participation is exemplified by seeing the European ‘‘fussball’’ being played simul- 
taneously with baseball on adjacent fields, both drawing enthusiastic supporters 
from members and visitors of many nationalities. The opportunity to meet our 
counterparts on an equal plane has become a successful reality, one which could 
not have been accomplished without a recreational center as the principal attrac- 
tion. 

The playground areas are open to the German schoolchildren of Bad Godesberg, 
as well as American children, under supervision. 


MEHLEM OFFICE BUILDING 


Prior to the Bonn move and the completion of the Mehlem Office Building, a 
portion of the staff of the United States High Commissioner occupied a residence 
which had been rehabilitated by the German Federal Government for the United 
States High Commissioner. The land for the additional buildings was placed 
at the disposal of, and without charge to, the United States Government by the 
Federal Governme nt, the owners. As attached lease agreement states, the 
Federal Government does not collect any re om nor charges from the United 
States Government = term of oecupaney by the United States of the build 
ings or lands. They do, however, obtain title to all the buildings and the land 


90 days after United States comple tes a new embassy in Germany in this, 
the Federal Government took a ‘calculated risk’? and as of today, by their 
sincere cooperation in matters pertaining to the building, seem satisfied. As 


shown in the attached reports, the office building was constructed to accommodate 
some 500 Americans and 1,000 local employees. It is considered by German 
architectural firms as well as American visitors as being modern and extremely 
efficient in its layout. This building is constructed on reinforced pillars and the 
first floor is some three meters from the ground. This was done to insure that 
in case of the Rhine overflowing its banks, which according to statistics occurs 
every 10 years, that we would not be subject to damage. Of the 6 buildings, 
all but 1 are of prefabricated, temporary (life expectancy 25 vears) construction. 
= other is of reinforced conerete and brickwork type of construction and will 

indoubtedly be utilized by United States agencies for mene years beyond the 
comunoaia buildings usage. Requests have been received by the United States 
Government from the British Embassy authorities requesting space for 225 
employees; this, even though the British are constructing a permanent embassy 
in Bonn. As present United States personnel figures reduce, it is recommended 
that the United States Government lease certain portions of these buildings to 
the British and other agencies and in this manner amortize the investment. 

In addition to all of the normal features of a good stateside office building, it 
contains a cafeteria, capable of feeding 1,500 persons per meal. This cafeteria 
is jointly used by the local and American personnel, serving a qualitative and 
substantive luncheon with payment in Deutsche Marks. This joint usage by 
Americans and Germans is the first experiment of its kind in Germany and has 
proven most satisfactory, and undoubtedly will be copied by Army installations. 


GERMAN HOUSIN( DEVELOPMENTS 


In the initial discussions with city officials of Bonn and Bad Godesberg, it was 
necessary to assure them that if we moved to the Bonn area we would construct 
the necessary housing for our local as well as our American employees. ‘The local 
labor market was not in a position to provide qualified applicants, and the city 
officials were most insistent that they would not be able to accommodate the 
1,000, more or less, local employees that we would need in this area. It was 
therefore decided to construct one-half of the total, or 412 apartments, in each 
of the 2 towns, Bonn and Bad Godesberg. In this manner, considering the 
reduction in force which is anticipated by HICOG, the cities would be more in a 
position to assimilate the released local employees. As evidence of their good 
faith, the Federal Government, in conjunction with the cities, provided land for 
these buildings. HICOG then constructed the units with the Federal Govern- 
ment operating, maintaining and collecting rents; said rents to amortize their 
investment. The United States Government retains three points of control 
over the German Federal Government: 

1. Final determination of rents to be charged is established by the United 
States Government 

2. Assignment of quarters to individuals is approved by the United States 
Government 

3. The Federal Government assumes the obligation to maintain the build- 
ings and grounds at the highest possible standards 
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As the need by HICOG for all of these units diminishes, blocks will be released 
to the Federal Government or the cities for their disposal. By this construction, 
HICOG insured that they would be able to retain their experienced, English- 
speaking employees, and by providing the employees with housing in the two 
cities, insure that the great majority would be agreeable to transfer from Frank- 
furt tents, as shown in the attached documents, are slightly less than normally 
paid by Bundestag employees, which are less than the normal German rental 
figures. In Germany, it is quite normal to subsidize an employee’s salary by 
providing low-cost housing. By so doing, HICOG has followed a regular German 
practice, and has the full stamp of approval from the Federal Government and 
the cities involved. 

CONCLUSION 


The purpose of this covering narrative report is to summarize and augment the 
many documentary attachments hereto. It is realized that all salient points may 
not be covered by the full satisfaction of the reader, but HICOG stands ready to 
provide any additional clarification deemed necessary by authorities. 


Exuisit 9C-1 
DocuMENTS PERTAINING TO PRELIMINARY PLANNING 


FEBRUARY 28, 1950, 
Memorandum for: Mr. MeCloy. 
Subject: Report of the committee on the move of HICOG to Bonn. 


PROBLEM 


To determine whether the United States High Commissioner’s Office, in toto 
or in part, should move to Bonn and establish its permanent headquarters there. 


FACTS BEARING ON PROBLEM 


1. At the present time, the United States High Commissioner’s Office has 
established at Bonn a permanent secretariat composed of approximately 39 
persons.- 

2. The Deputy High Commissioner is at present in residence at Bonn and under 
present tentative plans will have an organization of 101 persons supporting him 
(including secretariat). 

3. The Director of the Office of Economic Affairs (Mr. Hanes) has recently 
recommended that an additional 60 to 100 members of the Office of Economic 
Affairs be transferred permanently to Bonn at the time that the Federal Ministries 
of Economies and Finance shift their headquarters from Frankfurt to Bonn 
(estimated July 1, 1950). 

4. At the present time, approximately 40 members of HICOG in Frankfurt 
make weekly trips to Bonn. In terms of key personnel, this breaks down as 
follows: 


High Commissioner and immediate office______________- 4 
Office directors wines ein de bi dbkcie eaedio ae 6 
Deputy office directors___.....__-_- Picker Sates dl wh ceed: 4 
Division chiefs ; crete =i eel Te 
Deputy division chiefs, branch chiefs, and all others_-_--_-_- 15 


The average stay per person is less than 1 day per week. 

5. The number of quarters available to the United States in Bonn at the 
present is 133, of which 59 are occupied or assigned. Quarters are being com- 
pleted and assigned almost as rapidly as personnel assignment. As of February 
22 there are 7 employees awaiting quarters assignment, and these will be 
assigned by February 28. 

6. The capacity of the existing headquarters, Mehlemer Aue, is 110. The 
existing strength of HICOG is approximately 871 in Frankfurt and Bad Nauheim. 
It is estimated that German personnel essential to the operation of HICOG 
number about 1500 in Frankfurt. 

7. The 3 allies agreed in July 1949 that each national element at Bonn would 
be limited to 300 persons. Any number in excess of this figure, presumably, 
must be approved tripartitely. 
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8. HICOG is about to construct a 500-unit housing project in the Frankfurt 
area. The ground for the project has been procured, the specifications for con- 
struction have been published and bids have been received. At the moment, 
no contract has been awarded, but failure to award contract within 10 days 
will result in complete rebidding and a 30-day delay. The estimated cost of 
this project is 30 million deutschemarks 


DISCUSSION 


9. The movement of the entire headquarters of the United States High Com- 
missioner to Bonn presents an extremely difficult problem in terms of the facilities 
available in the Bonn area. However, there are factors affecting the move to 
Bonn which must be considered regardless of whether facilities exist or can be 
built. Consideration should be given as to whether it is politically wise to move 
the entire HICOG to a close geographic position vis-a-vis the Bonn Government. 
It is undeniab le that such a move would be extremely helpful to those functions 
of HICOG which involve frequent and necessary contact with Allied and German 
counterparts at Bonn. In some phase ss of HICOG work, such as ECA, it is 
perhaps vital that direct contacts with German Ministries be maintained if the 
proper function of the office is to be carried out. Informal contacts will be 
facilitated and the United States will derive the same benefit from these as the 
British and French presently enjoy. 

10. On the other hand, the philosophy of the Occupation Statute dictates a 
diminishing of controls and a withdrawal by the Commission from interference 
with the German Government. As long as one is physically located close to 
the German Government, the tendency will be to maintain participation in 
German affairs. It should also be considered whether it is advisable to move 
the United States headquarters completely out of the United States Zone. If 
any of the factors mentioned above are of sufficient weight singly or in com- 
bination to make it inadvisable to move the entire headquarters to Bonn, then 
the decision should be taken to maintain the headquarters at Frankfurt, to 
proceed with the HICOG housing project, and to establish the necessary working 
or at Bonn under the Deputy High Commissioner. 

The factors mentioned above might be considered inconclusive. It is, 
the re case necessary to investigate the facilities at Bonn and the costs of the move 
from Frankfurt to Bonn in toto or in various combinations of a split headquarters. 
To move the complete headquarters to Bonn, it would be necessary to construct 
a complete housing development for American personnel and also one for the 
necessary German personnel. No firm estimate has been made for this con- 
struction, but a rough estimate of cost of from 125 to 150 million DM is indicated. 
More accurate figures can be obtained if necessary. This cost may or may not be 
an uneconomic cost, depending on whether the German Federal Government 
remains at Bonn after the expiration of the occupation. Construction, assuming 
temporary office buildings, of office accommodations and housing could not be 
completed before late fall at the earliest. This is considered an optimistic esti- 
mate. Hence, any decision taken now to move the headquarters could not be 
implemented for 8 or 10 months at the earliest. The move to Bonn would require 
a completely new administrative organization, the establishment of new communi- 
cations, transportation, warehouses, and siding facilities in the Bonn area. It is 
considered of primary importance that, if it is decided to move to Bonn, no move 
of personnel be made until quarters and office facilities have been constructed 
and furnished. Our recent experience in the move from Berlin to Frankfurt 
has given us a clear indication of the devastating effect on morale of moving per- 
sonnel before adequate quarters are available. 

12. Various types of split organizations can be considered. It is ree 
that any type of split headquarters is not a desirable solution. The first is a move- 
ment of the United States High Commissioner and a sufficient number ie advisers 
and staff to Bonn, leaving the remainder at Frankfurt. An estimate of the num- 
ber of personnel the divisions would require, should the Commissioner’s office 
move to Bonn, is shown at TAB A. Reference is made, for comparison, to 
TAB B, which shows the contemplated staffing of the Deputy High Commission- 
er’s office under present plans. It is felt that the figures presented by the various 
offices of HICOG could be reduced, on further study, by at least 25 percent. 


Should the United States High Commissioner decide to move with a small group 


to Bonn, then the Deputy High Commissioner should remain in Frankfurt with 
the balance of the organization. Under this solution, it is recognized that travel 


between Bonn and Frankfurt would not be materially reduced; it would merely 
shift the burden of travel to other person! el 


33693—53——5 
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CONCLUSIONS 
13. It is concluded that 

(a) On balance it is politically more desirable, administratively more 
feasible, and cheaper to keep a United States Headquarters in the United 
States Zone. 

b) If the United States High Commissioner moves to Bonn with a small 
staff of advisers there will be an ever-increasing pressure to move more and 
more people to Bonn 

c) The move of the group mentioned in (b) would not cut down appre- 
ciably the number of persons traveling between Bonn and Frankfurt; it 
would merely shift the burden of travel to others. 

(d) The establishment of the Deputy High Commissioner and his staff, 
augmented by an additional complement for Economic Affairs and the 
General Counsel’s office, is the best all-round solution. 





RECOMMENDATIONS 


14. It is recommended that 
(a) Existing plans be carried out as presently approved. 
(b) Economie Affairs and the General Counsel’s office submit absolute 
minimum requirements for the additional complement mentioned above. 
c) The housing project in Frankfurt be started immediately. 





Exuisir 9C-2 


OFFICE OF THE UNITED States Hicno ComMISSIONER FOR GERMANY, 
October 27, 1950. 
Office memorandum 
To: HC Mr. John J McCloy. 
From: A—Glenn G. Wolfe. 
Subject: Considerations surrounding the transfer of HICOG headquarters to 
Bonn. 
BACKGROUND INFORMATION 


On February 7, the Office of Economic Affairs submitted to you a recommenda- 
tion that permission be granted to transfer from 70 to 100 staff members to Bonn. 
To examine this problem, a committee was appointed which recommended that 

(a) “On balance it is politically more desirable, administratively more 
feasible, and cheaper to keep a United States headquarters in the United 
States Zone.” 

b) “If the United States High Commissioner moves to Bonn with a small 
staff of advisers, there will be an ever-increasing pressure to move more and 
more people to Bonn.” 

(c) “The move of the group mentioned in (6) would not cut down appre- 
ciably the number of persons traveling between Bonn and Frankfurt; it 
would merely shift the burden of travel to others.”’ 

(d) “The establishment of the Deputy High Commissioner and his staff 
augmented by an additional complement for Economic Affairs and the 
General Counsel’s Office, is the best all-round solution.” 

In substantiation of the above conclusions, the following considerations were 
develo} ed: 

a) Tripartite agreement must be obtained for locating more than 300 staff 
members at Bonn 

b) Politically, it was questioned if a move geographically close to the 
Bonn government was desirable. 

(c) The philosophy of the occupation statute dictates a diminishing of 
controls, which might be impaired by a tendency to participate closely in 
German affairs if HICOG were located adjacent to the agencies of government. 

(d) It might be undesirable to move out of the United States Zone. 

(e) An additional expenditure of 125 million to 150 million deutschemarks 
would be required to develop new housing, office space, communications, 
and transportation facilities. 

(f) A new administrative and executive organization would be required 
if the HICOG operation were split. 

In response to questions raised concerning a move to Bonn in Department 
cable CN 37019 of September 28, HICOG indicated in the final paragraph of 


inate nip 
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CN 6269 that plans were being drafted to complete a Bonn move but that a 
decision had not been reached. All recent information from the Department 
indicates that the Bureau of German Affairs and other interested groups favor 
a transfer of HICOG to the Bonn area 

In order that this problem might be examined in detail in preparation for a 
policy decision by you which would terminate the speculation and second guessing 
presently surrounding the question, and in anticipation of further departmental 
inquiries and pressure, the attached study is submitted for your consideration 
The decision is the more urgent for the reason that, after construction is com- 
menced in the Bonn area, it will be approximately 8 months before it is ready for 
occupancy. 


RECONSIDERATION OF THI ADVANTAGES AND DISADVANTAGES OF A BONN MOVIE 


Attached as tab ‘‘A”’ is a point by point analysis of the conclusions reached by 
the Bonn committee in February to determine if recent developments have 
influenced their validity One factor mentioned in the tab analysis, but which 
warrants reiteration, involves the future utilization of the HICOG housing 
project in Frankfurt. Some general criticism must be expected following a 
decision to move the headquarters to Bonn, resulting from the recent com- 
pletion of the project. Actually, the project could be fully utilized so long as 
the major portion of the Public Affairs staff and the residual HICOG phase-out 
program remain in Frankfurt, that is, until about September 1952. After that 
time, it is reasonable to assume that the project could be fully utilized as long as 
United States forces remain in Germany. A portion of the project will always 
be in use by the United States consulate in Frankfurt, and the remainder would 
revert to the Germans as originally intended when the project was conceived 

In summary, the conclusion drawn from this review is that the legal, executive, 
administrative, psychological, and internal political reasons for deferring the 
decision to move made in February have been mitigated by events of the past 
8 months 

The possibility of the uniting of Germany, with relocation of the capital at 
Berlin, was not previously considered by the committee. While this study, 
originating in the office of administration, does not attempt to interpret present 
or future political trends, the contingency must be weighed against the costs and 
operational inconveniences which a United States move to Bonn would entail 

After an evaluation of the obvious administrative difficulties and the likely 
adverse effect on employee morale inherent in the decision to move HICOG to 
Bonn, and, with recognition of the political uncertainties involved, it is the rec- 
ommendation of our office that the decision to begin building facilities in Bonn 
adequate to accommodate the United States Embass\ for appro? imately a 5- 
year period be favorably acted upon at this time, provided that there is reason- 
able assurance that the capital of the Republic remain in that area for a minimun 
of 5 years. If, however, you desire to defer this decision or to make the deter- 
mination against a Bonn move, it is recommended that an equally clear policy 
statement be issued to the staff in order that alternate program and administra 
tive plans might be developed accordingly 

The remaining portions of this report cover related management and admin- 
istrative problems which require your attention only if it be determined that we 
move to Bonn. 


CONSIDERATIONS INVOLVED IN ACCOMPLISHING THE BONN MOVE 


Assuming that determination is made to relocate HICOG headquarters in the 
Bonn area as soon as facilities have been constructed, planning is governed by 
four problem areas: 

1. The type and size of the headquarters organization required at th 
date of the move (estimated to be September 1, 1951) to eliminate a large 
backwash operation in Frankfurt and to minimize the handicaps of a split 
operation (see tabs “‘B’’ and ‘‘C’’); 

2. The division of the HICOG organization between Bonn and Frankfurt 
for the l-year period of September 1951 to September 1952 to preclude the 
necessity for constructing facilities in excess of our long-term needs (see tabs 
““B” and “C”’); 

3. The general size and composition of the Embassy staff for an extended 
period, up to 5 years; 

4. The approximate cost for constructing adequate housing, office space, 
communications, and additional logistic facilities in Bonn. 
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The personnel figures and the cost estimates which are included below have 
not as yet been coordinated outside the office of administration but are believed 
to be relatively accurate. 

By using the 1951 ‘budget allocation figures, the 1952 budget estimates, and 
the Embassy staffing pattern which will be cleared in the next few days with the 
office directors, a staffing plan for headquarters for the date of September 1, 
1951, has been constructed and it is attached as tab ‘“‘B.” The total of 1,146 
headquarters positions, as contrasted with the present authorization of 1,492 (23 
percent reduction), was arrived at under the assumption that: the Laender pro- 
grams would be rapidly contracted and transferred to the extent possible to the 
consulates; the KRO and other field program's which might not be assigned to the 
consulates would be directed from headquarters under a system utilizing field 
coordinating and supervisory units; all marginal control and assistance programs 
would be discontinued; and the public affairs operation would continue at ap- 
proximately the level planned for in the 1952 budget estimates. German per- 
sonnel estimates (tab ‘‘C’’) were similarly constructed and total 2,097 for Sep- 
tember 1951 excluding 1,384 positions occupied by service personnel, such as 
charwomen, drivers, billet personnel, and so forth, which is a reduction of 713 
positions from the present authorized strength of 4,200. 

The Embassy staffiing pattern mentioned above provides for approximately 
500 United States positions and 1,00) local employees, which it is estimated 
would be reached by July 1, 1952, and which would be required for at least 4 
years from that date. Therefore, new United States sponsored construction 
should provide for 500 United States staff accommodations, including an esti- 
mated 10 houses, 490 apartments, and office space for 1,500, including both 
United States and local staff, rather than for 1,146 United States employees 
and 2,097 Germans requiring facilities at the date of the move. Retention of 
requisitioned houses would provide a temporary cushion for additional require- 
ments. s 

The planning for German housing facilities cannot be estimated with any 
degree of exactness. We have not assumed, for purposes of these estimates, 
that we will be successful in getting the Federal Republic to assume 50 percent 
of the burden, although this is a reasonable possibility. The United States 
financed share would then represent the cost of housing for 1,000 German 
emplo: ees. 

Since: the estimated United States headquarters strength for September 1, 1951, 
is 6 6 above the Embassy requirements, a temporary disposition of strength 
amo~g Bonn, Frankfurt, and elsewhere would be required. Of these 646 posi- 
tions, 225 are, at present, sa isfactorily located outside the Frankfurt area, 
which leaves a total of 421 United ft:tes and 1,213 Germans which should 
remain in Frankfurt until a further concvraction of HICOG would permit these 
accommodations in Bonn. Requisiiioned housing in Bonn which will accom- 
modate approximately 250 employees can, as mentioned above, be utilized for 
any temporary overtiow. 

In determining the makeup of the units designated to remain in Frankfurt 
until September 1, 1951, it is suggested that the Office of Public Affairs would be 
the one major unit which should be selected, except that the policy and planning 
staff would be located with the High Commissioner in Bonn. This reeommenda- 
tion is made with full recognition that we would be reestablishing the same split 
in the office as existed when Bad Nauheim was used as a base for their operation. 
However, the following points are believed to be overriding considerations: 

(a) The office is so large that its location in Bonn would result in either 
overbuilding or splitting the operations of several other offices. 

(b) The Public Affairs program is largely directed at the United States 
Zone and for some time, of necessity, must continue this area emphasis 
because of long-range commitments. 

(c) Recently, the office has been strengthened by addition of two deputy 
directors, one of whon would be located in Bonn to perform the planning 
and policy activities and the second (general manager) in Frankfurt for 
direct operations. This should minimize the problem of executive direction 
and travel. 

(d) As soon as space is available through contraction of activities, units 
of the office could be transferred to Bonn on a priority basis. 

If it is determined to institute the preparation for a Bonn move to be accom- 
plished by September of next year, approval of the plans for starting construction 
as outlined in this paper and for splitting the operation as of September 1, 1951, 
as suggested is requested. A necessary concomitant, of course, is recognition 
of the necessity to reduce programs and staff in advance of the move. 


baer UsaiTaS. 
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[Tab A] 
ANALYSIS OF THE ADVANTAGES AND DISADVANTAGES OF A BonNN MoOveE 


In review of the earlier Bonn Committee conclusions, the following analysis is 
presented: 


Original consideration Recent developments 


(a) Tripartite agreement must be a) Agreement unchanged. 
obtained for locating more 
than 300 staff members at 
Bonn 
(b) Political desirability of locating | (6) There are no indications that undesirable political developments 
United States headquarters have arisen through the relocation of French and British head- 
near Bonn Government. j quarters in the Bonn area. It therefore could be assumed that 
a movement of the United States element to Bonn would not 
have important political implications 
Jonsidering the pending revision of both the Occupation Statute 








= 


(c) Relaxation of German controls | (¢) 








would be endangered by lo- and te Charter of the High Commission and te general 
eating HICOG adjacent to strengthening of various German minis , Vis-a-vi e con- 
German Federal agencies trols of HICOG during the past 8 months, there appears little 
| danger that the relocation of HICOG would result in an in 

fringement upon the prerogatives of the Federal Republic 
(d) It might be undesirable to move | (d) Unless we can assume an immediate curtailment in our Laender 
out of the United States Zone. and headquarters phase-out programs and an early redirection 
of our public affairs programs to more closely parallel te world- 
| wide USIE program (covering, however, all of Western Ger- 





many), the executive problem of direc ya zonal program from 
Bonn continues to be an important consideration. The con- 
traction of HICOG operations is, however, a logical develop- 








| ment which is already under way By contracting headquar- 
| ters staff approximately 25 percent by September 1951, the 
major offices of HICOG n size) could be located at 


Bonn, with the exception of Pu Affairs and certain residual 
phase-out activities. Although split operation is never satis- 
factory, this division of activities, along with the reductions in 
staff, should minimize the operating drawbacks. Within 6 
months to a year later, all programs shc u'd hive been contracted 
sufficieatly to permit their consolidation at Bonn. 

(e) An additional requirement of | (e) In a subsequent paragraph of this report, detailed cost for all new 
D™M125 million to DM150 facilities rer resenting estimated requirements at Bonn have 
million would be required been developed. The total estimated cost is IDM62,810,00), 

| which is a lower figure than was previously submitted to you. 

| Recent statements by representatives of EUCOM indicate that 
the Army has an immediate and pressing need for the recently 
constructed Frankfurt apartment and office space. This fact 
would tend to exclude the possible criticism of duplicate spend- 
ing if it were determined to proceed with the Bonn construction 
immediately. One final consideration in regard to the financial 








aspects of the problem is the present availability of counterpart 

funds 
(f) New administrative and execu- | (f) The executive direction problem is examined briefly above in 
tive organization would be paragraph (d). In reference to the administrative requirements, 
required. a Bonn move would require duplicate sets of services for the 


Bonn and Frankfurt elements for approximately 1 year and 
would also necessitate the acceleration of the schedule for assum- 
ing logistic-support responsibilities from the Army. This 
problem would present some difficulties and would require the 
continuation of a large administrative overhead for the next 18 
months. A decision to remain in Frankfurt for another year 
| would facilitate the solution of the executive and administrative 
| problems by permitting additional time to phase down the 
| present HICOG staff and to complete arrangements for inde- 
pendent administrative support. 


In addition to the reexamination of the conclusions in the previous Bonn report, 
two other factors should be pointed out. First, the difficulties of supplying hous- 
ing space for United States personnel are tripled when considering facilities for 
German personnel (a rule of thumb being two Germans for each United States 
staff member). Since extensive recruitment in the Bonn area is impossible, it 
will be necessary to make some type of arrangements for building housing accom- 
modations for German personnei brought in from other areas. Secondly, although 
the West German political climate has stabilized somewhat, the possibility still 
exists that, with a change in government, the Bonn capital might be moved, the 
most likely area being Frankfurt, which would be the more inviting if the facilities 
presently occupied by HICOG were not taken over immediately by the Army. 
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Exurpir 9C-3 


Orricre oF THE Unrrep Srares High CoMMISSIONER FOR GERMANY, 
November 14, 1950. 
Office memorandum, 
To: HC—Mr. John J. McCloy. 
From: A—Glenn G. Wolfe, director. 

Following is summary of discussion of meeting in your Office, November 8, 
concerning Bonn move. 

Mr. Wolfe explained purpose of reopening the question of the move to Bonn at 
at this time. Hedrew attention to the study prepared by Office of Administration 
which had been circulated and explained that several of the conditions which led 
to the previous recommendation on the Bonn move had now changed. He urged 
that if a decision is made to move to Bonn, that adequate time be allowed for the 
necessary construction, or if the decision was not to move to Bonn, that a clear 
decision to that effect be circulated in order to put an end to the speculation con- 
cerning the move. He pointed out that the study provided for a personnel cut 
of about 23 percent prior to September 1951 and that as far as could be deter- 
mined now, HICOG strength would be down to approximately embassy size, or 
about 500, by July 1952. 

Mr. MeCloy interposed, to state that there was no sanctity about these per- 
sonnel figures and that number of personnel would have to be decided as time 
went along, in accordance with functions to be performed. Mr. McCloy then 
asked Mr. Woife how he would vote on the move, and Mr. Wolfe replied that he 
would favor making the decision to transfer the headquarters to the Bonn area if 
there was reasonable certainty of Bonn remaining the German capital for a period 
of 5 years. Mr. McCloy answered that no one could predict this with certainty. 

Mr. Bowie expressed his complete approval to a transfer to Bonn. He said 
that we cannot deal adequately with German party and governmental officials 
and that indeed we scarcely knew some of the key figures, such as Bundestag com- 
mittee chairmen. He felt that such a move might not jeopardize relations with 
the Laender, for the reason that contact with the Laender could be maintained 
from Bonn through the Bundesrat. 

Mr. Buttenwieser reviewed the alternate possibilities and came to the conclusion 
that there was really no choice but a transfer to Bonn. Hestressed the importance 
of personal contact with the Germans, which is largely precluded to the top HICOG 
people because of the necessity of travel back and forth from Frankfurt to Bonn. 
He stated that if conditions would change to the point that it would be possible 
to move the capital of a unified Germany to Berlin, that such a unification would 
represent such a political victory that necessary investments for construction in 
Bonn could be justified. 

Mr. Lightner expressed complete approval of the recommendation to transfer 
to Bonn and stated that he felt our present influence with the German Govern- 
ment was due to Mr. McCloy’s personality and the strength of the United States, 
rather than to the geographical position of the headquarters in Frankfurt. Colonel 
Gerhardt questioned the possibility of using FBO funds for construction in Bonn, 
and Mr. Wolfe pointed out the total worldwide FBO budget this year was only 
$244 million and that he doubted whether an approach to Congress for additional 
funds for building at Bonn would be favorably considered. Colonel Gerhardt 
then recommended that minimum construction necessary to house and office the 
permanent United States organization in Bonn be started at once, but that the 
transfer of personnel to Bonn should not be carried out on a piecemeal basis. 

Mr. King warned of the difficulties in splitting offices and recommended that 
the transfer be made on the basis of the entire headquarters. He also stressed 
the inadvisability of reshuffling billets of those already living in the Bonn area. 
Mr. Marshall and Mr. Wolfe then discussed financing of construction in Bonn 
and came to the conclusion that necessary funds in deutschemarks could be made 
available from counterpart sources, but that their use for this purpose would 
diminish the total counterpart funds for other purposes, such as future reorienta- 
tion programs. Mr. Marshall, however, approved the move and suggested that 
construction be undertaken for less than 500 personnel in the Bonn area. 

Mr. Stone expressed approval of a transfer to Bonn and was not too much 
worried about the residual and phase-out operations which would remain in 
Frankfurt following such a move, or that some of the Public Affairs activities 
would have to remain in Frankfurt. He stressed his hope that funds for the con- 
struction at Bonn would not come exclusively from Public Affairs deutschemark 
budget 
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Mr. Shute expressed general approval of the move and stated that there would 
be no specific gain or loss in his operation resulting from the move. 

Mr. McCloy reserved his decision on the study for further attention, and 
stressed the need for not allowing this discussion to leak out to unauthorized 
persons until decision had been arrived at. 


ExuiBit 9C-4 
NOVEMBER 21, 1950. 
Memorandum for the record. 

Mr. McCloy has requested that I write this memorandum for the record cover- 
ing his conversations with various individuals regarding the proposed move of 
United States headquarters to Bonn. All of the Ministers-Presidents of the 
United States Zone agree that such a move is most desirable. They were re- 
luctant in this agreement because of their regret at seeing the United States 
High Commissioner’s headquarters move out of the present United States Zone 
and out of Frankfurt. He discussed the move with Chancellor Adenauer who 
enthusiastically endorsed it. Through unofficial SPD sourees Mr. McCloy was 
informed that the SPD would not press for a move of the capital to Frankfurt. 
Both British High Commissioner Sir Ivan Kirkpatrick and French High Com- 
missioner Francois Poncet strongly endorse the proposed United States move to 
Bonn. 

As of today Mr. MeCloy has directed that I proceed according to the plan 
outlined to him and the Office Directors on November 8. Telegram No. 4271 
has been sent to the Department asking for comment. Porter is there prepared 
to discuss all details. All plans are in readiness. Lennon has been instructed 
to proceed immediately to Bonn and consummate all deals with the city officials 
of Bad Godesberg on acquisition of land. 

GLENN G. WoLrFs, 
Director, Office of Administration. 


ExuHiBit 9D 


MEMORANDUM OF ApriL 24, 1951, SUMMARIZING THE Bap GopESBERG Move To 
DATE 
Aprit 24, 1951. 
To: A:MB—Mr. T. H. Callaham. 
From: A:—J. H. Lennon. 
Subject: Bonn-Bad Godesberg move. 


1, PLANNING FACTORS 


As early as February 7, 1950, the Office of Economic Affairs requested that 
they be permitted to transfer 70 to 100 of their staff members to the vicinity of 
Bonn. The Office of Economie Affairs felt that they could maintain closer liaison 
with the German Federal Government by having their advisers and staff mem- 
bers immediately adjacent to their counterparts in the Federal Government. 
Shortly after this date of February 1950, a committee was appointed by Mr 
McCloy, consisting of his top advisers, to examine the entire problem of a move 
to Bonn. The committee recommended in essence that ‘‘on balance it is politi- 
cally more desirable, administratively more feasible, and cheaper to keep the 
United States Headquarters in the United States Zone.”’ 

As a result of additional pressure from offices within our headquarters to 
move to Bonn, the matter was assigned to the Office of Administration, par 
ticularly Management and Budget Division, to conduct an independent survey 
as to cost and political factors involved. On the 27th of October 1950, Mr 
McCloy was presented with a staff study entitled ‘‘Considerations surrounding 
the transfer of HICOG Headquarters to Bonn.’’ This study outlined the advan- 
tages and disadvantages of a Bonn move and requested that a firm decision be 
given by Mr. McCloy either that we transfer all of our activities to Bonn or 
remain in Frankfurt. In addition to the study outlining the pro’s and con’s of 
such a move, annexes were attached which outlined proposed strength and esti 
mated cost for construction of needed facilities. This original estimate for the 
cost of acquisition of land and construction of buildings was estimated to be is 
the neighborhood of 63 million deutschemarks. In view of the speed with which 
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this report was prepared, many items absolutely necessary for the smooth opera- 
tion of the headquarters in Bonn were inadvertently omitted. Such additional 
charges as the rising of material prices as well as increased wages for laborers 
were not alticipated and naturally did not show in the initial estimate. 

On November 14, 1950, Mr. Wolfe prepared for Mr. McCloy a summary of a 
meeting held in Mr. McCloy’s office on November 8, 1950. A copy of this 
summary is attached and vou will note that the majority of the office directors felt 
that the move to Bonn/Bad Godesberg would be advisable. Said summary is 
attached as annex A. 

On November 21, 1950, Mr. Wolfe prepared a memo to the files which stated 
in essence that Mr. McCloy had received the assurance of the British and French 
High Commissioners endorsing the proposed United States move to Bonn as 
well as the approval of the Federal Government Chancellor. This same date, 
the Department of State was notified by cable of the planned move and on 
December 2, 1950, the Department of State approved the move of the United 
States Headquarters to Bonn on the basis recommended. Pending an affirma- 
tive reply by the Department of State, Mr. Wolfe requested the writer to proceed 
with all preliminary negotiations for the acquisition of needed land and in turn 
instructed me to advise Lieutenant Colonel Davies to start preliminary plans 
and negotiations. 

2. FRENCH AND BRITISH REACTION 


As stated above, Mr. McCloy received assurance from both the British and 
French authorities that they would welcome the move of the United States 
High Commissioner to the vicinity of Bonn. Further, the German officials 
seem most interested that our headquarters be consolidated in this area. 

At present writing the British are constructing housing units for their employees 
in Bad Godesberg and the French are contemplating a like program. The present 
facilities in the Bonn/Bad Godesberg area are mostly tripartite with the unilateral 
clubs being individually operated, but open to all Allies. The Americans have the 
Godesberger Hof and the Khineland Hotel as their main hotel and recreational 
centers; the French, the Redoute and Dreesen; the British have the so-called 
British Country Club. A tripartite welfare center has been recently completed 
for the use of all three governmental employees. 


3, COST 


Attached as annex B please find an estimated cost for the HICOG Bonn/Godes- 
berg project, dated March 19, 1951. You will note that some items are not in- 
cluded in this total, with particular reference to kitchen equipment and dining 
room furnishings for office mess, commissary or PX equipment, furnishings for 
German employees’ apartments, fluorescent lights for office building, cultural aid 
for churches and recreation centers. Since the date of this report it is estimated 
that the entire project can be completed for 100 million deutschmarks, providing 
we exercise close supervision of the bids and are able to successfully renegotiate 
lower prices after meetings with the low bidder. 

Attached as annex C please find monthly renort, covering period from March 1, 
1951, to March 31, 1951, from which you will note that we have contracted in 
Bonn/Godesberg for construction in an amount of DM34,541,337.30. Since this 
date the amount for construction has increased DM8,738,046.83, making a grand 
total to date for the American housing construction only of DM43,279,384.13. 
In addition thereto for office construction we have contracted up to March 31, 
1951, in the amount of DM3,332,482.15 and since that date to present writing we 
have committed an additional DM785,081.47 for a grand total for office construc- 
tion of DM4,117,563.62. For land acquisition up to March 31, 1951, we have 
contracted for DM3,760,319.30. Since this date one other contract has been 
awarded in the amount of DM10,025, for a total of DM3,770,344.30. 


Summary 
Contracts for construction American housing... DM43, 279, 384. 13 
Contracts for office building___....._._- i. 4, 117, 563. 62 
Contracts for land acquisition.._.........--- 3, 770, 344. 30 
Cee eae ee 51, 167, 292. 05 


The land for the American housing (apartment building site) cost $0.18 per 
square foot. This price was approved by the pricing authorities ard was within 
the limitations of the price stop law. By way of explanation, relative to the ex- 
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tremely low price, the former owner is contesting the price stop gap, maintaining 
that he should be entitled to more per square foot or square meter for his land. 

The land for the office site is not owned by the United States Government. 
However, we have a usage agreement, attached as annex D, which grants the 
United States Government the usufruct of said land so long as the United States 
Government deems it necessary to use same. 

Funds have been made available for the entire project from GARIOA counter- 
part funds. 


4. EVENTUAL USE 


The office building will be used at present for the headquarters for the United 
States High Commissioner and his staff es well as for local employees emploved 
by this headquarters. It is certainly within the realms of possibility thet when 
the Occupation Stetute ends and the Office of the United States High Commis- 
sioner ceeses to exist and the remaining functions transferred to an Embassy, 
thet we will continue to use the Mehlemer Aue building for such a purpose. 

The German housing is being constructed on land owned by the Federal Gov- 
ernment, but we are essured by contract of usage by our German employees for 
2s long as we deem said occupancy necessary. Rents that are collected from our 
Germen employees will go directly to the Federal Government and the bund jn 
turn will be administratively responsible for all operation and maintenance of the 
two housing projects 

The American housing project, some 10 minutes cleser to the Bundesheus than 
the Mehlemer Aue project, will be occupied by American personnel emy loyed by 
the Office of the United States High Commissioner. This will effect a saving to 
the United States Government of quarter’s allowance amounting to an average of 
$_ ; _. per employee per year. When one considers we will house in 
exc ess of 500 em} lovees in this area it can re adily be seen that asaving of $- 
per year will result. 


5. FRANKFURT HOUSING PROJECT 


The “Carl-Schurz-Siedlung”’ is presently 95 percent occupied by American 
emplovees of the United States High Commissioner with an equivalent amount 
of saving in quarter’s allowance Per person as enumerated above. 

This project wes completed at the cost of DM28 million which did not include 
land, but did include all construction cost for the apartments, childrens’ y lay- 
ground, streets, parking area, landscaping, heeting, billeting offices and main- 
tenance shoys, as well as furnishings for all of 420 units. 

It is anticipeted that these apartments will remain fully occupied even though 
the bulk of HICOG moves to the vicinity of Bonn, inasmuch as the entire Public 
Affairs Staff will remain in Frankfurt, as well as small offices necessary to service 
the Office of Public Affairs. It is further definite, that the employees of the 
American Consul will continue to occupy the project 9s well as other Allied 
agencies’ employees. Should the project not be comfy letely filled, it is the thirk- 
ing at this time that we will release to the Army those units not needed by the 
Department of State. Should the Army not fully utilize the project, it will 
then be released to the City of Frankfurt as per usage agreement concluded 
prior to the construction of the project. 





ExuiBit 9F 


GENERAL INFORMATION CONCERNING AMERICAN HovusinG Project AND SHOPPING 
Center Arta, Bap GopEsBERG 


A. HOUSING 
1. General 


The American housing project is under construction in Plittersdorfer Aue, on 
the west side (left bank) of the Rhine, within the city of Bad Godesberg’s boundary 
lines, and some 1,000 meters south of the Bonn south boundary line. ‘The land 
is United States Government owned, and it, as well as the various facilities that 
are being erected thereon, will remain the property of the United States after 
construction is completed. 

Appendix 3 shows the area layout for the housing project and the shopping- 
center area. When completed, there will be 458 apartments, several position 
houses, shopping-center facilities, warehousing, school, churc h, service station, 
and various recreational facilities. 
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2. Accessibility 

The following table indicates the accessibility of the American housing project 
to the main railway station, Bonn; to HICOG Headquarters in Mehlem; and to 
the main railroad station in Bad Godesbert: 


1 
From Distance Walking time | Driving time 
Main railroad station, Bonn 3.6 miles/5.8 kilometers 1 hour 15 minutes | 15 minutes. 
HICOG Headquarters, Mehlemer | 2.8 miles/4.5 kilometers 1 hour 9 minutes. 
Auk | 
Main railroad station, Bad Godesberg_| 1.7 miles/2.8 kilometers 36 minutes . 5 minutes. 


2 


3. Number of apartments 

The following table sets out the number of apartments of the various types 
which are being constructed in the American housing area. Appendix 4 con- 
tains floor plans for the various types of apartments. 


Number 
Description of apart- 
ments 





Single bedroom, small living room, bath aie 42 
Si bedroom, large living room, bat! | 42 
1 bedroom with 2 beds, ge living room, dinette, bath P 18 
2 single bedrooms, 1 bed in each, large living room, dinette, bath : | 18 
2 double bedrooms, dinette, bath, lavatory, living room ; ‘ nal 144 
$ double bedrooms, dinette, bath, lavatory, living room : Pasa a7 144 
2 double bedrooms, guest room (or den), dining room, living room, 2 baths 7 | 16 
3 double bedrooms, guest room (or den), dining room, living room, 2 baths ; | 28 
4 double bedrooms, dining room, living room, 2 baths . ; 6 

Willilncncecbtbiuhinnneydetibhetinambtedbiiiieusicumaedle adel ttle caiihiie saa hae 458 


All apartments, except the bachelor, single bedroom units, will have a toilet and washbasin in addi- 
tion to the normal bathroom 


4. Special characteristics 

Electrical current to be provided will be 220 a.c. 50 cycle. HICOG will not 
provide transformers. 

Electric cooking stoves will be provided, 

Heating will be supplied by circulating hot water from a central project heating 
plant. 

Separate storage room space will be provided for each apartment. 

Basements will be provided with electric washing machines and drying rooms. 
Charges will be made for use of the machines. 

Garages are not provided for any of the apartments. A guarded parking lot, 
for the whole area, may be established. 

Fenced-in yards will not be provided. 

Most apartments have balconies. 

Maids will be housed in center section, ground floor, of each apartment block. 
Community bathing, cooking, and lounge facilities will be provided for them in 
each such section. 

5. Furnishings 

In addition to usual fixed furniture items, including built-in cupboards, closets, 
etc., normal furniture items of the kinds generally provided in the Frankfurt 
housing project will be furnished. All apartments will be provided with refriger- 
ators, beds, mattresses, pillows, glassware, table silver service, drapes, flat irons, 
percolators, and one carpet sweeper (or vacuum cleaner) per block. Individuals 
must furnish their own bed linens and blankets. 


6. Housing policy 

While all details of the housing assignment policy have not yet been determined, 
it is expected that the following major points may be anticipated. Full details 
will be published as soon as the policy is firmly formulated. 

Sufficient one-bedroom apartments will be available to house single male and 
female bachelors from the top grades through FSS-7. It is expected that all 
one-bedroom units will be reserved for bachelor assignment. 


amealae 





t 
: 
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Two-bedroom apartments, with the exception of those located in bachelor units, 
will be in insufficient supply, at least initially. Therefore, it is expected that they 
will be reserved for families. Bachelors now residing in 2-bedroom units, and 
moving to Bonn, may be offered single units, if FSS—7 or above, or will be assigned 
to 3-bedroom units, and offered reasonable opportunity to secure acceptable 
housemates. ° 

It is anticipated that those persons desiring to stay with their present house- 
mates can be permitted to do so, assuming all are making the Bonn move, and 
within a reasonable time of each other. 

It is not expected that it will be necessary to house more than one employee to 
a bedroom. 

Initial housing assignments will be made prior to August 1, and changes therein 
effected as necessary. Special application forms will be distributed as early as 
practicable. Applications should not be submitted prior to the time the special 
forms become available. Persons will be given an opportunity to indicate their 
building preference, and so far as practicable, these preferences will be taken into 
consideration. It will not, however, be possible for HICOG to provide trans- 
portation from Frankfurt to Bonn solely to permit prior inspection of quarters 

It is hoped that the current Frankfurt arrangement re furnishing of maids will 
be continued. Further specific information on that score will be provided later. 


7. Fire and police protection 

Both fire and police protection will be provided the housing area by the city of 
Bad Godesberg. 
8. Maintenance and repairs 


Complete maintenance and repair facilities for utilities, funiture 
to the project itself, will be maintained in the area. 


etc., belonging 


9. Waste disposal 
Trash and garbage will be collected by Bad Godesberg garbage collection trucks. 
10. Tele phone service 


Telephone connections will be provided to all apartments, and usual private 
arrangements can be made with the Deutsche Post for installation of service. 


B. FACILITIES 
1. Commissary 
An Army Quartermaster commissary will be operated in the shopping-center 
area, under normal Army Quartermaster standards, supervision, and operating 
procedures. Home delivery service is anticipated. It is expected that the com- 
missary will be able to carry a wide variety of all standard food products, including 
meats, frozen items, and fresh vegetables. 


2. Post exchange 

An EES post exchange will be operated in the shopping-center area. It will 
provide a variety of services, which at the present time are planned to include 
the following: 


Laundry and dry cleaning pickup 
Shoe repair 
Valet and tailor service 
Merchandise repair (watches, radios, household goods 
Self-service grocery 
Beauty shop 
Barbershop 
Beverage shop (beer, colas, sodas, ete. 
Snack bar 
Fresh fruit, baked goods, and delicatessen counter 
Clothing items, to the extent possible, considering the ,imited clientele 
Widest variety of normal PX items possible, including cigarettes, tobacco, 
candies, staples, sundries, camera and camera supplies, small hardware 
items, etc. 
8. Service station 
EES plans to operate a complete service station, including facilities for lubri- 
cation, car wash, and first and second echelon maintenance. It will license a 
German firm, or firms, to provide EES spare parts and service under EES 
standards. 
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4. Stars and Stripes service 
A Stars and Stripes newsstand will be established, in the PX area, with a wide 
variety of newspapers, magazines, and books. 


5. Church 
Construction of an interdenominational church is contemplated. 


6. Elementary school 

An elementary school is under construction, with facilities for six classrooms; 
snack bar; playground in part of adjacent project recreation area; small library 
for children; open-air classroom on roof (can be closed and used as auditorium 
and assembly area). Modern architectural designs are incorporated to permit 
maximum winter and summer sunlight in the classrooms. 

The EUCOM Dependents School System will operate the elementary school, 
with classes from the first through the eighth grade. ‘(Boarding-school facilities 
will be available at Frankfurt for high-school students, while the University of 
Maryland will provide courses on a night-school basis when 30 or more students 
desire to enroll in the same course.) 


y 


7. Nursery school 

Space will be made available in the kindergarten building for the establishment 
of a nursery school, on the cooperative basis, as in the Frankfurt housing project. 
8. Kindergarten 

A kindergarten is provided, in a separate building near the center of the housing 
project, with a capacity for 60 pupils, and so located that students need not cross 
main arterial roads. Three fully equipped separate classrooms; lounge for 
parents; small kitchen and serving area; fenced-in playground with all necessary 
standard equipment, are some of the outstanding features of the kindergarten. 


9. Class VI store 

A class VI (liquor) store will be operated by the Army, at rates identical to 
those charged throughout the United States Zone. It is not anticipated that the 
ban against importation of liquor on private account will be lifted within the 
near future. 


10, Library 

It is expected that a Special Services 5,000-book library will be established 
within the project. 
11. Movie 

A 500-seat, modern theater, suitable for theatrical presentations, town meetings, 
and other community activities, is planned. It is expected that the theater will 
be tied in to the Regular Army (EUCOM Motion Picture Service) movie circuit. 
12. Clubhouse 


A club building, with facilities for restaurant, bar, dancing, meetings, bowling, 
cards, billiards, photographie darkroom, ping pong, swimming, basketball, is 
planned. It will not, however, be completed at the time of the headquarters 
move, in all likehihood. 


18. Community sport area 


A community sport area is planned, to utilize the clubhouse facilities, and in 
addition, to provide softball diamond (without bleachers or grandstand); putting 
green; 4 horseshoe courts; 6 tennis courts; 2 badminton courts; 2 shuffleboard 
courts; 1 croquet court, and possibly other facilities. 


14. Children’s playground 


A fenced-in area will be provided, with sandboxes, shoot-the-chutes, merry- 
go-round, and seesaws. 


15. Medical facilities 

Prior to the headquarters move, a Bad Godesberg-Bonn health panel list will 
be published, listing persons who may be called on in those places to perform 
professional medical, surgical, and dental services. In addition, a list of phar- 
macies will be provided. Special medical facilities will not be available in the 
housing area. However, American dependents may be furnished service, on the 
standard Army set-fee basis, by an Army subdispensary, operating in the Head- 
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quarters Building. After-hours or emergency service, when the dispensary is 
not open, may be secured from the various persons on the health panel listing. 

There will be no HICOG or Army hospital facilities in the Bonn oe. 
Persons requiring hospitalization may utilize the 97th General, in Frankfurt, 
German hospital facilities in the enclave. 

Mr. Exits. Now, the chronology continues important. That was 
in November of 1950. Congress was not then in session, of course, 
but the Department didn’t give its approval to the entire project 
until late in December, about, as I recollect, 3 days before Christmas 
of 1950. 

At that time, within 12 days, the 82d Congress was scheduled to 
convene. The Appropriations Committees, as a matter of fact, were 
already informally operating, and the Appropriations Com mittees 
did begin operating officially in January, but the matter was not 
brought up to the Appropriations Committee in January; nor in 
February. 

On the 15th of February there occurred the formal ceremony for 
the Roti of the sod, the turning of the first spade, which began 
the construction. The ‘Appropriations Committee was not then ad- 
vised about it. 

Along in May it was discussed at a Senate appropriation hearing, 
but not the subcommittee having to do with the HICOG funds; 
rather, the committee having to do with the regular State Depart- 
ment appropriations. 

Mr. Brownson. In what detail was that discussed, Mr. Ellis? 

Mr. Exits. That is quoted in the State Department’s memorandum 
which we included as exhibit B of our report, sheet 5 of exhibit B, 
which quotes Senator Ferguson asking: 

You are building some buildings or one building in Germany? 

Mr. Hume sine. Yes, sir; we have built quite a number; we have built some 
apartment buildings. 

That took place in May. At that time the buildings were very far 
along. In fact, they had just held the ceremony calle d the Richtfest ; 

don’t speak German, but it is quite an interesting ceremony as [ 
see it described, which apparently celebrates the completion of the 
superstructure. 

Am I correct on that? Iam not too familiar with how that works. 

That is how far the construction had gone at that time in May 
when this discussion was held with a Senate subcommittee, but I 
call to attention that committee had before it no proposition of 
legislation that pertained to the subject matter at that moment. 
There was not then a request of Congress to approve the use of funds 
for that purpose. I think that should be considered. 

Mr. Brownson. Were there any representatives of Congress that 
attended this ground-breaking ceremony, to the best of your knowl- 
edge? 

Mr. Exuis. I don’t know. I use the HICOG report which merely 
says: 

Mr. McCloy broke the ground on February 15, 1951. 


I am not familiar with who may have been there. 
Then there are several questions that go on, in answer to your 
question, on this subject. 











70 USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 


Mr. Brownson. I would like to ask unanimous consent to include 
in the record at this point exhibit B, proposed by the Department 
of State, as contained in the General Accounting Office, Office of 
Investigations, report on American housing and office construction, 
dated March 4, 1953. 

(The report on American housing and office construction of the 
General Accounting Office, Office of Investigations, marked “Exhibit 
10,” is as follows: 

Exuipit 10 


MEMORANDUM CONCERNING AuTHORITY FOR Use oF COUNTERPART FuNDsS 
From THE Spectra, GARIOA Account ror Bonn BuiLpIne Prosect 


GARIOA counterpart funds are to be distinguished from ECA counterpart 
funds. They have a different history and are not subject to the same limitations 
on use as ECA counterpart funds. The history of the GARIOA counterpart 
funds was briefly described in a memorandum prepared under date of November 3, 
1949, for submission to the General Accounting Office in connection with the 
request from this Department dated October 31, 1949, for the establishment of 
a special deposit account for the receipt and expenditure of that part of the local 
current counterpart funds which the High Commissioner might request to be 
transferred to United States disbursing Officers, pursuant to the terms of the 
ECA bilateral with the Federal Republic of Germany, “for the payment of local 
currency expenses which the High Commissioner deems necessary.’’ This mem- 
orandum reads as follows: 

“Ever since 1946 the Congress has been appropriating money for expenses in 
connection with the administration of occupied areas, including Germany. The 
latest is the Appropriation Act for Government and Relief in Oecupied Areas 
(GARIOA) passed by the present session of Congress (Public Law 327, approved 
Oct. 6, 1949). All of these acts have appropriated the money ‘for expenses’ of 
the United States. There is no requirement in any of the legislation for the es 
tablishment of counterpart funds in connection with furnishing supplies and 
services to occupied areas. 

“However, in practice the Army has required deposit of local currency in the 
nature of counterpart funds for all supplies furnished to Germany under these 
acts. These counterpart funds were originally expended only for purposes of the 
German economy. Last year, however, the Army found it desirable in certain 
cases to use such funds for military government purposes. In the hearings 
before the House and Senate Appropriations Committees on the GARIOA 
appropriation bill for the fiscal year 1950 (H. R. 4830, now Public Law 327), 
Under Secretary Voorhees, on behalf of the Department of the Army, to which 
the appropriation was being made, explained this situation (House hearings, 
pp. 902-904; Senate hearings, pp. 805-813, 907-908). Several times he was pressed 
by Congressmen as to why he did not use the accumulated marks in this fund 
for local mark expenditures and thus save dollars. Similar questioning had 
occurred in prior years. He explained to the Congress this year that they now 
were starting to use the funds in this way and that his requests for appropriations 
before the Congress ‘are merely for the amount of payments which have to be 
made in dollars, and not for the amount which can be paid in * * * marks’ 
(Senate hearings, p. 805). Again he stated, ‘I also wish to make clear that there 
is no loss of dollars due to this. As to Germany and Japan, the fiscal year 1950 
budget does not contain requests for purposes which could be served by use of 
marks or yen’ (Senate hearings, p. 908). Inasmuch as this represented a slight 
change in the policy as to the use of these funds which had previously been followed 
he also made the following statement: ‘There is, in the case of GARIOA appro- 
priations, no statutory requirement which prevents the above change. Full 
account will be kept of the use of such counterpart funds covering the amounts 
and purposes for which they are employed. This will make it possible in the 
ultimate peace settlement for the United States claim against Germany and 
Japan to be adjusted to give credit for the amount of counterpart funds so utilized 
for United States purposes. Relative to the total claim, the adjustment would 


not be significant. Because of our previously expressed intention to maintain 


the claim, however, I felt that, before making any change, I should bring the 
point to your attention so that our actions would be consistent with our statements 
of intention in the committee hearings. Subject, of course, to the President’s 





S 
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approval, we shall, unless the Congress desires otherwise, authorize the utilization 
of counterpart funds in this manner wherever we find that it will serve the true 
interests of the United States’ (Senate hearings, p. 908). 

“Under Public Law 327 provision was made for the transfer of the funds and 
property from the Department of the Army to another department or agency. 
The responsibility for economic aid to Germany from GARIOA funds rests with 
ECA, while the general function of control in Germany (for which the mark 
expenditures referred to by Mr. Voorhees will be required) is the responsibility 
of the Department of State. In the bilateral agreement between the Government 
of the United States and the Government of the Federal Republic of Germany 
which is about to be executed, and which covers GARIOA aid as well as ECA 
aid, there is a provision requiring the continuation of the deposit of counterpart 
marks in a special account in the name of the Federal Republic. It is further 
provided (art. V, sec. 3): 

““*The Government of the United States of America will from time to time 
notify the Government of the Federal Republic of Germany of expenditures in 
deutschemarks to be paid from the GARIOA special account, and the Govern- 
ment of the Federal Republic will thereupon make such sums available out of 
any balances in the GARIOA special account in the manner requested by the 
Government of the United States of America in the notification.’ 

“The United States High Commissioner (Mr. McCloy) will have the right to 
call for withdrawals under section 3. The request for a special deposit account 
is being submitted in order to establish an account into which marks so withdrawn 
by the High Commissioner may be deposited and from which expenditures may 
be made.”’ 

Pursuant to the above-mentioned request and following the submission of 
the foregoing memorandum, a special deposit account was established by the 
General Accounting Office on November 7, 1949 (19F 5742 local currency counter- 
part by German Government, Government and Relief in Occupied Areas, De- 
partment of State), and thereafter GARIOA counterpart has been deposited 
therein and payments of expenses of HICOG have been made therefrom 

Nothing has transpired to qualify in any way the broad statement made to 
Congress and quoted above that GARIOA counterpart funds would be utilized 
“for United States purposes’”’ whenever “‘it will serve the true interests of the 
United States.’”’ On the contrary this position has been sanctioned by specific 
congressional action. In the hearings before the House subcommittee of the 
Committee on Appropriations held on the foreign-aid appropriations for 1951 
it appears that steps were taken to include in the appropriation language a 
specific proviso (p. 532) “that the Department of State is authorized to utilize 
for carrying out the purposes of this appropriation, including unforeseen con 
tingencies, without dollar reimbursements from this or any other appropriation 
* * * (2) currencies otherwise deposited in Germany by the Federal Republic 
of Germany and which become available for use of the Government of the United 
States, its representatives or agencies in Germany, in such quantities and under 
such terms and conditions as may be determined by the Secretary of State after 
consultation with the Administrator for Economic Cooperation.’’ The explana 
tion of this addition shows that this language ‘‘authorizes the use of local curret 
cies without dollar deposit for expenses for which dollars are not appropriated”’ 
and “continues the availability of deutschemark counterpart funds deposited by 
the German Federal Republic in its GARIOA special account.” 

The Congress enacted the quoted proviso (64 Stat. 595, 762 There thus 


can be no doubt that the Congress fully understood and specifically authorized 
the use of GARIOA counterpart funds “for expenses, not otherwise provided 


for, necessary to meet the responsibilities and obligations of the United States 
in connection with the government, occupation, and control of occupied areas 
of Germany’’—the general purposes of the appropriation act containing the 
proviso quoted. (See 64 Stat. 761 

In that year, however, the practice of appropriating GARIOA funds for Ger- 
many were discontinued. In order to continue to provide counterpart funds for 
the administrative expenses of the United States in Germa: Congress amended 
section 114 of the Economie Cooperation Act of 1948 by adcing subsection (i 
reading as follows: 

(i) As agreed upon by the Secretary of State and the Administrator, a part of 
the German currency now or hereafter deposited under the bilateral agreement of 
December 15, 1949, between the United States and the Federal Republic of 
Germany, or any supplementary or succeeding agreement, shall be deposited into 
the GARIOA (Government and Relief in Occupied Areas) special account under 
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the terms of article V of the said bilateral agreement. In quantities and under 
conditions determined by the Secretary of State after consultation with the Admin- 
istrator, the currency so deposited shall be available for meeting the responsibili- 
ties of the United States in the occupation of Germany” (64 Stat. 201). 

The Committee on Foreign Relations in reporting on 8. 3304, the bill leading up 
to this enactment, stated at page 25 that this provision ‘‘enables the Government 
to use deutschemarks deposited as counterpart to meet ‘reorientation’ expenses in 
Germany and any emergency such as that described above when local currency 
rather than dollars can be used. The United States as one of the occupying powers 
needs maximum latitude in dealing with situations which may raise in Germany. 
The President has had such latitude in the past under appropriations of funds for 
use by our military government, and the provisions contained in this bill will 
continue that authority during the period of civil administration.’?’ Thus, in 
effect, provision was made to continue what had been known as GARIOA counter- 
part. It was to be deposited in the special GARIOA account and would continue 
to be available “for meeting the responsibilities of the United States in the ocecu- 
pation of Germany.” 

One of these responsibilities clearly was to see that housing and office space for 
its own employees was provided in appropriate proximity to the newly established 
German Federal Government at Bonn, with whom they must constantly be deal- 
ing. German buildings for such purposes simply were not available, and this 
necessitated new construction. This could have been accomplished in any of 
several ways. (1) A dollar appropriation could have been sought. (2) Marks 
could have been drawn against the surplus property contract, thus reducing the 
doliars to be paid by Germany thereunder. But it was deemed, as a matter of 
policy, far preferable to adopt a course not involving in any way the use of actual 
or potential dollars. This meant one of two remaining courses had to be followed: 
(3) requisitioning the property, materials, and labor and charging the expense to 
occupation costs to be paid by the Germans, or (4) using marks from the GARIOA 
counterpart account. 

In September 1950 the Foreign Ministers of the United States, Great Britain, 
and France had announced the steps contemplated ‘‘to integrate the Federal Re- 
public into the community of free nations” and to establish a ‘‘new relationship 
* * * with the Federal Republic.’”’ ‘These decisions,’’ they said, ‘‘“mark an im- 
portant stage in the normalization of the relations.”’ A corollary of this “‘normal- 
ization’? was a policy of limiting new requisitioning, and to the greatest extent 
possible turning back to the Germans any requisitioned building which we ceased 
to use. It would have been contrary to this policy and trend to have resorted 
to requisitioning at Bonn. Hence the use of counterpart funds from the special 
GARIOA account was adopted. 

Next there will be considered the statement which has been made that this 
project was concealed from Congress. It is true that there is no reference in the 
hearings on the foreign-aid appropriations for 1951 to the Bonn project. Those 
hearings were held in the first quarter of calendar year 1950. At that time the 
move from Berlin to Frankfort was hardly completed and the move to Bonn had 
not been planned. The decision to move to Bonn was not made until December 
1950. However, the next year in the appropriation hearing for Departments of 
State, Justice, Commerce, and the Judiciary for 1952 before the Senate subcom- 
mittee of the Committee on Appropriations the matter was discussed. The follow- 
ing is quoted from part 1, pages 836-838, of the record: 

“Senator Fercuson. You are building some buildings or one building in Ger- 
many? 

“Mr. HumMELsIne. Yes, sir; we have built quite a number, we have built some 
apartment buildings. 

“Senator Ferauson. What is this building that you are building at Frankfort 
or Bonn? 

“Mr. Hume.stine. That is at Bonn. The German Government, West German 
Government, moved to Bonn, and what we are doing is building what we hope to 
be, as I understand it, the permanent United States quarters at Bonn. We will 
eventually move out of Frankfort, and that will be the seat of government, Bonn, 
for the West German Government, and what we are doing is getting the quarters 
built there at Bonn now that we will continue in through the years unless they 
change their capital or something like that. 

“Senator Ferauson. Do you anticipate that this is a permanent western 
government? 

“Mr. Humetstne. In this most uncertain world you do not know, but for the 


foreseeable future, unless the political situation changes, it looks as though we 
will be there for a while. 
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“Senator Fercuson. Was there an attempt to get the German Government to 
construct this building? It is part of their Government now because we are in 
there because of reparations. 

“Mr. HuMEtsine. I believe if I am not mistaken that that is paid for out of 
GARIOA counterpart funds. 

“Mr. Wiper. Yes. 

. * * * * * * 


“Chairman McKe.var. I am interested in knowing how much those apartment 
buildings cost and how many of them there are. 

“‘Mr. HumEusine. We still have a fairly large staff in Germany. 

“Chairman McKerxiar. In Germany but not in Bonn. 

“Mr. Humeusine. These apartment buildings, I think, are in Frankfurt. At 
Bonn what is being built is staff housing in connection with the move of Mr. 
McCloy’s headquarters.” 

At page 872 of that same record there is set forth a letter from the budget 
officer of the Department of State giving fuller and more accurate detail on the 
yroject. A copy is annexed hereto. This testimony was given at a hearing on 
May 28 and 29, 1951. There was further testimony in June and August of that 
year in the hearing on the supplemental appropriation bill for 1952. In the 
report of the subcommittees of the Committee on Appropriations of the House, 
part 2 at page 216 appears a table of deutschemark expenses showing an esti- 
mated 96 million deutschemarks for nonsalary expenses other than program 
expenses, and at page 261 is the testimony of Mr. Wolfe that GARIOA counter- 
part funds would be used for three principle purposes of HICOG—administra- 
tion, public affairs, and construction. In the hearings on the same appropria- 
tions before the Senate committee at page 318 Mr. McCloy, the United States 
High Commissioner for Germany, explained that the deutschemark budget had 
never been reported to the Congress before although they were now laying it 
out so that the Congress might get a picture of the entire operation. It was 
pointed out at page 251 that Germany was different from other countries as 
far as counterpart funds are concerned and that in addition to the usual 5 percent 
set aside for the United States 25 percent of the amount deposited by the Federal 
Republic of Germany is made available to the Secretary of State without dollar 
deposit for purposes of the occupation. At pages 312-313 it was pointed out 
that during fiscal year 1952 it was planned to use 150 million deutschemarks 
in this way to finance, in addition to local public affairs, certain administrative 
expenses that could not be charged to occupation costs. 

Thus it can be seen that between May and August 1951 the representatives of 
the Department of State explained to the Committees on Appropriations of both 
the Senate and the House the fact that in Germany, as distinguished from other 
countries, there were counterpart funds available for the use of the Secretary 
of State for occupation purposes without dollar reimbursement, that a very sub- 
stantial araount was to be used in this way, and that the Bonn building project 
was to be financed in this manner. No objection was raised, and the appro- 
priation acts for foreign aid have continued up to the present day to contain 
provisos permitting such use of these counterpart funds. 

The matter was again discussed in hearings in the early part of last year by 
the subcommittee of the Committee on Appropriations of the Senate on H. R. 
7289 covering the appropriations for 1953 for the Departments of State, Justice, 
Commerce, and the Judiciary. The contract with the Federal Republic relating 
to the Bonn project was introduced (pp. 285-287) and additional detailed 
statements on the matter were submitted and appear on pages 847-851. 

In summary it may be said that ever since the statement by the then Assistant 
Se:retary of the Army, Mr. Voorhees, in June 1949 there has been a clear under- 
standing between the department concerned (at that time the Department of the 
Army, since September 1949 the Department of State) and the Congress that 
GARIOA counterpart funds and the successor funds deposited under article V 
of the ECA bilateral agreement with the Federal Republic of Germany were for 
use by the United States for its own purposes in the occupation of Germany, 
without dollar reimbursement, and, certainly at the time of the transaction here 
in question, without prior approval of any deutschemark budget by the Congress. 
No limitation was imposed on such use of these funds during the period here in 
question. This situation was repeatedly explained te the congressional com- 
mittees before which representatives of the department concerned appeared. 

It is believed that the foregoing statement conclusively shows that the Depart- 
ment of State was authorized to use counterpart funds from the special GARIOA 
account for the Bonn building project. 


83693—53——6 
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ANNEX 


In connection with the questions raised by Senator Ferguson during the current 
hearings regarding the construction project at Bonn, Germany, concerning the 
moving of high commission offices from Frankfurt to Bonn, I felt you would wish 
to have the following information. 


It is estimated that the cost of construction for this project will be 65 million 
deutschemarks. At the current rate of exchange, this is the equivalent of approxi- 
mately $15 million. The construction will consist of office buildings, apartment 


houses, and a few individual residences for key officials. Housing facilities in and 
around Bonn, a small university town, have already become heavily overtaxed 
since Bonn was designated the capital of the German Federal Republic and the 
seat of the Allied High Commission. It would be impossible, under these circum- 
stances, to find adequate office space and housing for the staff required to discharge 
successfully American responsibilities in Germany, a country which is of critical 
importance to American interests. 

The cost of construction will be paid from counterpart funds. As with other 
countries receiving ECA assistance, an agreement was reached with the German 
Federal Republic whereby the Federal Republic would deposit into special counter- 
part accounts deutschemarks equivalent to the dollar value of ECA assistance 
received. ‘These counterpart funds are available in part for administrative 
expenses of United States agencies, and in part for economic rehabilitation 
projects. Section 114 (i) of the Economic Cooperation Act of 1948, as amended 
by the Economic Cooperation Act of 1950, provided that counterpart funds in 
amounts to be agreed upon by the Secretary of State and the Economic Coopera- 
tion Administrator, shall be available for carrying out the purposes of the occupa- 
tion. Counterpart funds under this provision have been made available to the 
United States High Commissioner and have been used by him for administrative 
expenses of the German public affairs program and for special aid to Berlin. These 
funds will be used for the acquisition of land and construction of the necessary 
buildings in Bonn. The title to the land and buildings will rest with the United 
States. 

* * * * * * * 

The foregoing statement is an extract from p. 872 of pt. I of the hearings before 
the subcommittee of the Committee on Appropriations, United States Senate on 
the appropriation for 1952 for the Departments of State, Justice, Commerce, and 
the Judiciary. 


Mr. Exits. There were also some general discussions in that same 
summer, before several committees, but I am not able to find yet 
that any specific budget for this expenditure has ever been presented 
to Congress and has been approved by law, which is what I mean 
when I say no approval of the project by Congress was sought or 
obtained, but I do want to mention that there is a background on 
this, and perhaps I can be of help in closing to suggest a little of the 
background, two points. 

Here in this country we rarely see this sort of thing happen. The 
Revised Statutes are very plain, requiring advance approval by Cong- 
ress in the case of large departmental construction operations. It 
is conceivable years ago that that could have happened in the case 
of some Government corporations, and possibly it could happen now 
out of certain special military funds, but we don’t normally see that 
in this country because the statute is very plain. 

Now, there are views apparently abroad—we hear all sorts of 
references to this German money. There possibly are views to the 
effect that this isn’t controlled by Congress or something of that 
character. It is true that Congress for several years did not take 
occasion to enact specific statutory controls on this fund. Now, 
wholse fault it was I have no idea. I don’t know that it was presented. 
In fact, the Department people were, so far as I know, the first to 
bring up a supposedly full budget on this fund, but I have seen several 
budgets listed in the hearings on the use of this GARIOA account, 
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and I didnt’ see any reference to the housing building operation as 
such at any time before that mention that I referred to along in May 
when the job was well under way, the structure very nearly done. 

That is the background of why we say there was no specific approval 
by Congress. 

A second point of background about why build these plants. You 
understand we are talking only about the housing, not about the 
office building or building for German employees which were under 
slightly different arrangements, and we are not reporting on them. 

There is this point about housing: An employee in this country is 
expected to house himself out of his pay; that is, if he is here in town. 
Out in the field a department may furnish housing to an employee if 
it can get the money to do so, and some departments furnish housing 
to employees in the field, and some don’t. If they do some rental is 
charged. 

In Europe it is a little further in that regard, ever since 1930. As 
I recollect it, ever since May of 1930, the statute has authorized the 
Department to furnish either housing abroad in kind or an allowance 
in lieu of housing, so that you have perhaps a little different outlook 
on the building of housing abroad then you have here. If we don’t 
furnish housing, then under the present law we would furnish a rental 
allowance which would be on an actual expense basis. In other words, 
each employee might get $150 or $200 a month and maybe a very 
few of them as much as $300 a month, depending on the rates in effect, 
if he spent that much for rent. That, of course, was saved by building 
the housing, so it is a little different situation than building it here. 

Mr. Brownson. Is it not true that the more we spend for these 
housing units, the less that saving accrues? In other words, had the 
quarters been built that cost half as much as the units that were 
built, the saving to the taxpayer would have been even greater. 

Mr. Extuis. Well, yes. 

Mr. Brownson. When considered against the rental allowance for 
the employee. 

Mr. Ex.is. The Commissioner’s report makes a helpful comparison 
there between the operating cost and the saving in the rental allow- 
ance. I am not sure quite what is the fair comparison to make. I 
think our friends in the Department and ourselves are at poles, at 
loggerheads, on that issue, and as I understand the issue. 

The formal rate now in effect for Germany is a relatively low rate, 
but that is the rate the book calls for. 

Mr. Brownson. What rate do you mean? 

Mr. Exvtis. It is called class 2. The Department and the Bureau 
of the Budget, put out a series of rates depending on the cost of living 
in each foreign locality. The highest rate, | guess, is paid in Paris, 
class 5, the top rate. The formal rate now in the book for Germany 
is 2. If we compare the cost of operating with the class 2 rates which 
these people would draw under the present rule, the Government 
isn’t making anything. It is about equal, each about 600,000 or 
500,000 apparently. But our friends point out that isn’t a fair 
comparison, and perhaps they are right, because there is nobody to 
speak of drawing the class 2 allowance. They tell me, at least, that 
most everybody of ours in Germany is in quarters of this character, 
so we don’t pay the allowance, and so the issue doesn’t come up, and 
that if in fact a lot of people were drawing the allowance, the rate 
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would get changed from 2 up to 5, in which case the allowances would 
be probably double the amount of the operating cost. 

You can take your choice on that. I have no way of saying which 
is more fair. I do point out— 

Mr. Brownson. My point there is that regardless of the rate, were 
the operating costs and the construction costs less to start with, there 
would be even more saving. 

Mr. Exuis. Obviously, yes. That is merely comparing operating 
costs and doesn’t contain any element of amortization on the capital, 
doesn’t begin to pay for the building, merely on the operating cost 
itself; yes. 

That, in summary, is why we say, first, there is evidence of excessive 
expenditure and, second, there was no specific approval by Congress. 

The legal question is very difficult, and I leave that to your ques- 
tioning. We have our Assistant General Counsel here if that is 
required to be considered further. 

Mr. Brownson. Mr. Ellis, did you also consider in your survey 
the residence that was built for the Ambassador and the five residences 
that were built for high-ranking personnel of HICOG? 

Mr. Etuis. Yes, they are reported on, pictures and so on. The 
figures on the Ambassador’s residence amount to about $239,000 
worth of marks for the purchase and rehabilitation of an old resi- 
dence—somebody told me they call it a castle. That doesn’t square 
with a castle as I learned it in nursery school, but the picture is shown 
here in the book. 

There was also the purchase of a little odd piece of land between 
the castle and the river which was thought to be desirable; for what 
reason isn’t stated. That is a total of about $239,000 for the purchase, 
rehabilitation, and furnishing of the Ambassador’s residence. 

It is stated in the Commissioner’s report that that is considerably 
less than is fashionable for ambassadors’ residences. On that I am 
not advised. 

For the five senior officers there were five homes, the complete cost 
of which averaged $151,000 worth of marks. 

Mr. Brownson. Could you break your figures down beyond an 
average? 

Mr. Exits. There are some figures here, yes, considerably breaking 
that down. I would have to locate them. We have some figures 
breaking that down in our report. I will have to locate them for 
your committee. 

Mr. Brownson. Let me give you a copy of some rough figures 
which our staff has extracted from your report, and which you might 
be able to verify. 

Mr. Exuis. Without independent verification—of course I wouldn’t 
be able to verify them. It says $736,000. I think the total looks 
about right. I think we came out with 751 instead of 736. The re- 
port shows here the cheapest of the 5 cost $121,000, and the most 
expensive cost $227,000. 

Mr. Brownson. On this report that our staff worked up from Mr. 
Wolfe’s figures, we have one bargain, low-cost housing project of 
$115,000. I believe our figures are rounded off. 

Mr. Exuis. I beg your pardon; 115, not 121 is the lowest of the 5; 
yes. I have no reason to question those figures other than, as I 
say, our total came out $751,000 as against their total of $737,000. 





j 
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Mr. Brownson. I would like to ask unanimous consent that this 
chart “breakdown of costs of principal officers’ residences”’ be printed. 

(The breakdown of costs of principal officers’ residences as analyzed 
by the subcommittee’s staff from figures prepared by HICOG, marked 
“exhibits 11A—11F,” are as follows:) 


Exuisit 1l1A 


Breakdown of costs of principal officers’ residences 


j | Roads, 
Louse | mn ial | . Construc-} utilities, | >, 
No. Title of occupant Land /Furniture tom icant Total 
| | scaping 
1 | Director, Office of Political Affairs | $11,000 $17, 800 $67, 300 $18, 650 $115, 000 
2 | Chief, MSA Special Mission to Germany 13, 800 21, 600 87,000 | 18,650 142, 000 
3 | Assistant High Commissioner and General | | 
| Counsel | 11,700 | 20,000 71,000 | 18,650! 121,000 
10 | Deputy United States High Commissioner.| 22, 000 32, 800 146, 000 26,000 | 227,000 
14 | Executive Director_..-.. Sell eed 14, 500 30, 500 84, 000 23,200 | 153,000 
| 
| . : "i 
| Total___- si 73, 000 126, 000 453, 000 105, 000 736, 000 


Exuisir 11B 
House No. 1 


Two stories above ground with full basement. Entrance is from a ground floor 
veranda running the length of a 30-foot living room 14 feet wide. Off the living 
room to the left is a 20-foot by 14-foot studio, and the dining room of the same 
size is entered from the right of the living room. A pantry opens off the dining 
room from which is entered a kitchen 13 feet 8 inches by 12 feet 6 inches. The 
rear of the living room opens into a hall and stairway 19 feet 8 inches by 12 feet 
6 inches. The first floor (2d story) has a breakfast room 9 feet 6 inches by 12 
feet 7 inches, a master bedroom 20 feet by 16 feet 8 inches and a 14-foot by 13-foot 
3-inch, dressing room with a connecting bath 9 feet 6 inches by 5 feet 8 inches. 
A 30-foot balcony runs the length of the 3 bedrooms. In the rear, opening from 
a hallway, are 2 maids’ bedrooms, the one 8 feet by 7% inches square and the 
other 7 feet 7 inches by 8 feet 7 inches, with a connecting bath 5 feet 8 inches by 
8 feet. 

A second structure in the rear of the house provides two-car garage space 
(21 feet 4 inches by 19 feet), a driver’s bedroom (12 feet by 7 feet 6 inches) and 
a bath. 


Costs 
a a ee ee ee Fok as oi & talecealis oe e 
WD cn bc caecee eae cosh tubes wee ised ais expan ee 
Construction... =... ..<.... Dd. FRO Edie oun : wit aint “Gane 
Roads, utilities, landscaping - - - --- ret a ca cin see yung ain 
I eet ae hlaciehts anitncetddadlicids acme ten cite thetesiins sab shied abianeeh aha 115, 000 


ExuiBit 11C 
House No. 2 


Entrance to this 2-story residence is from a terrace running the full length of 
the 36-foot living room, which has a depth of about 20 feet. Off the living room 
to the left is the 20-foot by 19-foot 9-inch dining room. Off the dining room is 
the 15-foot 9-inch by 19-foot 9-inch kitchen. The kitchen opens into a second 
entrance and permits access to a 22-foot 9-inch by 19-foot 9-inch garage. A 
study, 18 feet 8 inches by 15 feet 9 inches, is entered off the right of the living room. 
A ground floor bath, cloak room and hallway connect the study. Access to the 
second floor is from this hallway. The stairway to the second floor enters into a 
balcony. A hallway to the right of the house gives access to the master bedroom, 
dressing room and bath. Off the balcony, toward the front of the house is a 
guest bedroom and bath. From the left of the balcony a hallway opens into 
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another guest bedroom and bath and two servants’ bedrooms. In the back of 
the house there is access to a second floor driver’s bedroom and bath from the 
second entrance stairway. 


Costs 
Land : ; Sian J sswiedese SiGe 
Furniture . dic bended 21, 600 
Cor struction = 87, 000 
Roads, utilities and landscaping es iG cine, Se 
Tre.. ~s3% . ; a ; j Roars 141, 050 


Exuipit 11D 
House No. 3 


Entrance to this 2-story structure on a 62- by 33-foot floor plan is through a 
hallway in the front of the bouse to the left. Access to the second floor is through 
a stairway to the left of the hall. A cloakroom opens off the right of the hall 
providing access to a kitchen and pantry. Off the hall, toward the rear of the 
ion are 2 doors, 1 leading to the study from the left and the other into the 
living room from the right. The study, living room, and dining room are 15 feet 
5 inches by 16 feet 5 inches, 21 feet 8 inches by 16 feet 5 inches, and 17 feet 4 inches 
by 16 feet 5 inches, respectively. Off the pantry across an areaway toward the 
right and front of the house are bedrooms for a butler and chauffeur and a bath for 
the use of both. A hallway common to these quarters leads into a garage, 25 feet 
by 21 feet 10 inches. 

The second-floor hallway is the access to bedrooms, dressing room, baths and 
balcony in the rear. Off to the right of the hall is the entrance to the master bed- 
room suite, consisting of a dressing room, bath, and bedroom. A smaller hallway 
leads off the main hallways and provides access to the guest’s bedroom and chil- 
dren’s bedroom and second bath. The rear balcony opens off this small hallway, 
and the balcony is accessible from the master and children’s bedrooms. A small 
front second-floor balcony opens from the main hall. The master bedroom is 
16 feet 7 inches by 16 feet 5 inches, the children’s 16 feet by 16 feet 5 inches, and 
the guest’s 15 feet 5 inches by 16 feet 5 inches. 


Costs 
NN a tore . Dt oe te Ne hae a itn ee ae $11, 700 
Furniture_ ae sereh ng sreng RPh only i NR eae 
Construction__ a a il la Le i a 71, 000 
Roads, utilities, landscaping__......___-_-- 8 we me See eae ee ee 
OG i A She on dite cde 3b dk «et diwd cane acess 121, 000 


EXHIBIT 11E 
House No. 10 


This two-story, full-basement structure is built on an L style floor plan, except 
the vertical line of the L extends from the right of the horizontal line rather 
than the left. The horizontal floor plan is 2 stories and houses the resident’; 
living, sleeping, and entertaining quarters, while the vertical member 1s 1 story 
only and houses the kitchen, personnel room, 2 maids’ bedrooms with a con- 
necting bath, a driver’s bedroom and bath and garage. The two floor plans are 
connected by a breakfast room and pantry. 

The structure is built on a floor plan 98 feet 7 inches by 37 feet. On the first 
floor a veranda 98 feet 7 inches by 14 feet 8 inches extends along the entire length 
of the floor plan. Entrance is into a study 22 feet 5 inches long. Access to the 
37 feet by 20 feet 3 inches living room is from the left of the study. Entrance 
to a dining room 23 feet 9 inches wide is from the right of the study. From a 
hallway off the study leading toward the rear of the house are two cloakrooms, 
first floor bath, butler’s pantry and rear stairway. 

On the second floor the master suite is on the left, and includes a bedroom 
23 feet by 20 feet and a clothes room and bath with a total floor space of 20 feet 
by 10 feet; 2 front bedrooms, 14 feet by 16 feet, and 11 feet 8 inches by 10 feet 


iH A — «© 
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lead from the second floor rear hall. A small hallway makes a bathroom 
between the two bedrooms accessible to both. Another small hallway leading 
from the main hall gives access to a fourth bedroom 11 feet 8 inches by 10 
feet, and a breakfast room. A front baleony extends along the center bedroom 
and a rear balcony along the second floor main hall. 


Costs 
Land___ ae z $22, 000 
Furniture OEE Te Rh he 32, 800 
Construction___ _- == . 146, 000 
Roads, utilities, and landseaping____ 26, 000 
BOM: <:.< .. 227, 000 


Exurpir 11F 
House No. 14 


This residence is on two floor plans after the fashion of a T-square. The main 
living quarters comprise the horizontal part of the T-square and is 2 stories high 
on a floor plan 46 feet 7 inches by 31 feet 5 inches. In the back of the house, 
with the entrance from the front hall is the 27-foot 4-inch by 14-foot 6-inch living 
room. In the front a doorway leads from the right of the entrance hall into the 
13-foot 4-inch by 16-foot 5-inch study. Off the living room in the rear is the 
13-foot 3-inch by 15-foot 9-inch dining room. Off the entrance hall to the left is 
a cloakroom, bath, and office. On the second floor is the master suite consisting 
of a bedroom 16 feet 8 inches by 14 feet (approximately), a dressing room 10 feet 
6 inches by 9 feet (approximately) and a bath; 2 additional bedrooms, and a 
second bath. 

The main structure is joined to the vertical member of the T-square by a 1-story 
necklike structure on a plan 20 feet by 16 feet 5 inches and houses the kitchen, 
pantry, small dining area, and bath. The vertical member houses 2 maids’ 
bedrooms, a driver’s bedroom, 2 baths, an eating room, and a 2-car garage 18 feet 
by 19 feet 7 inches. 


Costs 
conta id + db went a a ne ce re ‘ ae $14, 500 
ee ON Se idea adenine wun en a 30, 500 
Construction - zs pamee = ip eee es le _.. 84,000 
Roads, utilities, and landscaping aa ~~ Pon 23, 200 
Total Pcie actin eae tararta ictlien atae Aisi aig Stabe aa Satan idan asics hpi eaceies 


Mr. Exuts. I might add that all figures, so far as I am advised, in 
both reports, the cost figures, are subject to audit and have not been 
verified and necessarily are approximations here and there; where there 
are allocations of costs; for example, architects’ fees, allocations be- 
tween several items, they are subject to question as to just exactly 
what the allocation ought to be, but I am satisfied that they are sub- 
stantially correct. 

Mrs. St. Grorce. The breakdown that you have there, on 
page 6 

Mr. Brownson. Do you have page 6? 

Mrs. St. GeorGce. Yes, I have. Do you want to look at it? 
There is a slight difference, and I just wondered which one to 
accept 

Mr. Brownson. In that case, Mrs. St. George, I would like to ask 
that page 6 of the General Accounting Office, Office of Investigations 
report on American housing and office construction, dated March 4, 
1953, be included also for the purposes of comparison. 

(The schedule entitled “Consolidated Cost Schedule—Bonn Housing 
Project,’”’ from p. 6 of the report on American housing and office 
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construction of the General Accounting Office, Office of Investigations, 
dated March 4, 1953, marked “Exhibit 12,” is as follows:) 
Exuripir 12 
Consolidated cost schedule, Bonn housing project 


Contracts | Cost 





| 


Apartment buildings 














Land acquisition D M2, 004, 765. 79 $477, 325.19 
Construction 32, 035, 228. 19 7, 627, 435. 28 
Furniture and furnishings 9, 853, 091. 60 2, 345, 974.19 
Utilities, roads, and landscaping 6, 538, 043. 09 1, 556, 676. 92 
Total ne 50, 431, 128. 67 12, 007, 411. 58 
Residence houses—5: 
Land acquisition - - ’ 308, 050. FO 
Construction 1, 6° 9, 151. 97 
Furniture and furnishings 679, 357. 16 
Utilities, roads, and landscaping é . 574, 601. 82 
Total eet anisms aa 3, 191, 161. 45 
Ambassador's residence 
Land acquisition with residence.__.........- 350, 000. 00 83, 333. 33 
Renovation of residence 295, 740. 98 70, 414. 5% 
Construction of servants’ house 31, 058. 08 7, 394. 78 
Furniture and furnishings- ; 3 5 331, 053. 56 78, 822. 28 
Total__- 2 ‘ , ; ae ae i - et 1, 007, 852. 62 | 239, 964. 91 
Miscellaneous buildings—apartment area | 
Land acquisition ¥ i 2, 004, 765. 78 477, 325.19 
Warehouses— 2... ‘ ‘ a ' 1, 289, 800. 10 307, 095. 26 
Shopping center—PX, commissary, etc. - 1, 377, 734. 34 3°8, 031. 99 
Recreation center, clubhouse, and theater | 3, 796, 038. 35 903, 818. 65 
Nursery school _. : | 322, 249. 15 76, 7°5. 99 
Elementary school . S 714, 187. 71 170, 044. 69 
Church wis k | 681, 222. 04 162, 195. 72 
Printing plant ‘ amaahs | 869, 211. 26 206, 955. 06 
Gas station and repair shop- -- Stil, 363, 493. 43 86, 546.05 
Architect fees 489, 664. 08 | 116, 586. 69 
Purchase of steel and cement by HICOG 588, 992.03 | 140, 236. 20 
Grants awarded city of Bad Godesberg 1, 170, 716. 99 278, 742. 14 
Utilities, roads, and landscaping 2, 179, 347. 69 518, 892. 31 
Emergency powerplant, etc apie 48, 276. 96 11, 494. 61 
I eeatiisth sclintieenns ne — 2 15, 895, 699. 91 | 3, 784, 690. 45 
NT Eins echintienhenghbaintchrgnnies 70, 525,842.65 | 16, 791, 867. 28 


Mr. Exuis. That is all the general presentation I had in mind, Mr. 
Chairman, subject to whatever your subcommittee’s wishes are. 

Mr. Brownson. Mrs. St. George, do you have questions? 

Mrs. Sr. GeorGe. One question, Mr. Ellis: Who built this project? 
Were German workmen and German foremen employed on this 
project? 

Mr. Exuuis. So we understand; German contractors, yes. 

Mrs. Sr. GeorGe. In other words, money went back, presumably, 
into German y—— 

Mr. Euuis. Practically all. We understand some of the furnishings 
were bought in other countries which would have required some out- 
side currency, but a relatively small amount. 

Mrs. St. GrorGce. Thank you. 

Mr. Brownson. Mr. Lantaff. 

Mr. Lantarr. I would like to ask a question of the General Counsel. 
Am I correct in my impression that under the laws that exist today, 
there is no question whatsoever but that no department or agency can 
use counterpart funds for such purposes as we are discussing here 
today? 
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TESTIMONY OF J. EDWARD WELCH, ASSISTANT GENERAL 
COUNSEL, GENERAL ACCOUNTING OFFICE 


Mr. We cu. I am not sure I am clear on your question, sir. 

Mr. Lantrarr. The question was prompted by the testimony this 
morning that an amendment had been written into the appropriation 
bill last year to the effect that beginning with fiscal 1954, no counter- 
part funds would be used without the specific authorization of the 
Congress. 

Mr. We cu. I think that is correct, sir. 

Mr. Exuis. Effective July 1, next. 

Mr. Weucu. That is effective next July. 

Mr. Exuis. Not today. 

Mr. Lanrarr. Effective July a year from now. 

Mr. Wetcu. Next July 1. 

Mr. Lantrarr. Under what authority does the State Department 
contend that they had the authority to use counterpart funds for this 
purpose? 

Mr. Wetcn. Under their Appropriations Act. It is quoted, the 
pertinent part of that act, on page 2 of our report, sir, which provides 
for expenses, not otherwise provided for, necessary to meet the respon- 
sibilities and obligations of the United States in connection with the 
Government, occupation, and control of occupied areas of Germany, 

Then skipping on down to the third proviso: 

Provided further, That the Department of State is authorized to utilize for 
carrying out the purposes of this appropriation, including unforeseen contingencies, 
without dollar reimbursement from this or any other appropriation (1) currencies 
deposited in Germany by the Federal Republic of Germany in accordance with 
Section 115 (b) (6) of the Economic Cooperation Act of 1948, as amended, and 
which may be made available by the Economie Cooperation Administration, 
(2) currencies otherwise deposited in Germany by the Federal Republic of Ger- 
many and which become available for use of the Government of the United States, 
its representatives or agencies in Germany, in such quantities and under such 
terms and conditions as may be determined by the Secretary of State after 
consultation with the Administrator for Economic Cooperation, and (3) other 
currencies derived from activities carried on under this appropriation— 
and, as I understand it, section 2, or the currencies made available 
under No. 2, are the GARIOA funds which are involved here. 

Mr. Lantarr. In light of that language, upon what do you base 
your opinion that there was no legal authority for— 

Mr. Weucu. We haven’t gone quite that far, sir. 

Mr. Lantrarr. You have merely questioned it, is that correct? 

Mr. We cu. Yes; that is correct. 

Mr. Lanrarr. But you are not prepared to state that there was no 
authority for the use of these funds in this manner? 

Mr. Wetcx. No; in view of the broad discretionary authority 
conferred by the appropriation act we feel that at least it is question- 
able, and we feel that tere are certain reasons why that is so. 

Mr. Brownson. Mr. Holtzman. 

Mr. Houirzman. Yes, Mr. Chairman. To the General Counsel: 
tl ere certainly is at least a semblance of legality based upon this 
particular public law, is there not? 

Mr. We tcu. There appears to be some. 

Mr. Ho.rzman. So that for the record you could not state now any 
definite opinion with respect to its legality or illegality. 
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Mr. Wetcu. That is correct. 

Mr. Houirzman. Thank you. 

Mr. Exurs. I think, Mr. Chairman, it might be of help in answer 
to your question. The legal problem can be found very quickly; 
the basic statute is at the foot of page 4: 

No money should be paid nor contracts made for payment for any site for public 
building in excess of the amount specifically appropriated therefor. 

It is the word “specifically” that causes trouble. In contrast, the 
appropriation language has no limitation, and some persons might 
regard that as being a specific appropriation for this purpose. That 
is the whole issue right there. 

Mr. Brownson. I believe that we will want to go much further 
into that legal background on this case a little bit later in the hearing, 
at which time we probably will ask Mr. Ellis and counsel to again 
appear before us and testify. 

Does our chief counsel, Mr. Kennelly, have a question at this 
time? 

Mr. KmeNNELLY. No 

Mr. Brownson. Mr. Mountain, the staff director? 

Mr. Mountain. No. 

Mr. Brownson. I want to thank you very much, Mr. Ellis, and 
your associates, for your cooperation in this case. You made a fair 
presentation. We would appreciate the opportunity of calling on you 
a little later on after we have heard additional evidence. 

Did you hear the testimony this morning, by the way, Mr. Ellis? 

Mr. Exuis. Yes. 

Mr. Brownson. On the basis of that testimony this morning, did 
you have any comment? Was there any variance in the testimony of 
Mr. Murphy from what you in the General Accounting Office have 
come to regard as the normal method of handling these funds which 
he discussed? I say that only trying to develop any differences that 
may have existed because we are anxious to get this— 

Mr. Exuts. I thought Mr. Murphy made a very fine presentation of 
an abviously most abstruse topic, and perhaps you will understand 
why my summary on that situation in the last paragraph of my 
memorandum of March 4 is so worded that this business about the 
fact that these expenditures—the claim—that the expenditures are 
not a charge on the Treasury seems to ignore the probability, we say, 
that to the extent these funds are diverted from their basic purpose, 
the restoration of German economy, there may have been required 
ultimately the need for additional dollar aid through increased direct 
MSA assistance from the Treasury. 

That language is formulated after discussions with the economists 
in the MSA, and after our original discussion in the State Department, 
and that is as near as I could come to what is an accurate solution on 
my incomplete knowledge. I think you might find of interest finally, 
on what did come up this morning, as to suggestions as to what can 
be done —we read, I think, a minute ago, this broad language of the 
statute, saying the use and occupation, and then that other language 
which I would certainly like to find some savant to explain to me 
[reading]: 


Provisions of law, including current appropriation acts, applicable to the De- 
partment of State, shall be available for application to expenditures made from 
this appropriation. 
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I have read that a hundred times, and I am no closer to figuring 
out what is meant than I was before. 

You ie find of interest at this time a speech made by the 
Comptroller General on this broad topic of legislation only a short 
time ago, only vesterday. This is quoting the Comptroller General, 


Mr. Warren. [{Reading:] 


There is another area where I think our fiscal controls can be substantially 
improved. For the past 10 years I have been warning that Congress was aban- 
doning its constitutional control of the purse by writing into law at the request of 
administrative missions the broadest kind of provision granting them full authority 
over expenditures and setting them apart from any possible questioning or recov- 
eries by the General Accounting Office as the audit agency of the Congress 
Provisions of this type should be reviewed, and any new requests should be care- 
fully screened. A strong believer in our three-branch system of checks and 
balances, I have always thought that the legislative branch elected directly by 
the pe ople is closest to the people. We may lose something in iron-clad efficiency 
in our democratic form of gove rnment, but who would exchange it for the most 
efficient dictator. 


In the words made famous by Lord Acton: 
Power tends to corrupt, and absolute power corrupts absolutely. 


I know from my discussion with the Comptroller General that he 
would apply that language certainly to the problems we have been 
discussing on the overbroad language which produces some of these 
troubles. 

Mr. Brownson. Thank you very much, Mr. Ellis, and your 
associates. 

| would like to call the next witness, Leland W. King, Director of 
Foreign Building Operations of the Foreign Buildings Office, Depart- 
ment of State. 

Do you have an associate with you whom you may wish to have 
testify, Mr. King? 

Mr. Kina. I do. 

Mr. Brownson. Will you identify him? 

Mr. Kine. Edward J. Kerrigan, Deputy Director of Foreign 
Buildings Office. 

Mr. Brownson. Will you both raise your right hands and be 
sworn? : 

Do you solemnly swear to tell the truth, the whole truth and notbing 
but the truth, so help you God? 

Mr. Kina. I do. 

Mr. Kerriean. I do. 


TESTIMONY OF LELAND W. KING, DIRECTOR OF FOREIGN BUILD- 
INGS OPERATIONS, FOREIGN BUILDINGS OFFICE, DEPARTMENT 
OF STATE 


Mr. Brownson. Mr. King, I believe our counsel has contacted 
you and requested that you ‘outline the se ope of the Foreign Service 
Buildings program as the opening portion of your testimony, and 
explain “the relationship of the Foreign Buildings Operations Office, 
if any, to this Bonn program. 

Mr. Kina. The Foreign Buildings Operations of the Department 
are set up under the Foreign Service Buildings Act of 1926, through 
various amendments, the last one being in 1952. 
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The basic purpose of the Foreign Buildings Act was to provide 
for the Government ownership of property overseas for the regular 
diplomatic and consular establishments, extending to those associate 
agencies, such as defense attachés, who work with the Department 
of State throughout the world. 

The relationship of the Foreign Buildings Act to the German pro- 
gram—is that the next phase that you wish me to discuss, Mr. Chair- 
man? 

Mr. Brownson. Yes, Mr. King; the relationship of the act to the 
Bonn program and also the relationship of your office to the program. 

Mr. Kina. At the time of the takeover by the Department of 
State from the Army in Germany, the administration was placed 
under a High Commissioner set-up, still in occupation status. As 
such, the operation fell, in my opinion, outside of the purview of the 
original intent of the Foreign Service Buildings Act, and of course it 
fell outside of the appropriations granted by the Congress therefor. 

The relationship of Foreign Buildings Office and the Department 
to the program has been limited. It was determined as a_ policy 
matter by the Department that this was a truly emergency type of 
program under an occupation status, and that it should be decen- 
tralized to the Office of the High Commissioner in Bonn. 

Mr. Brownson. Were you consulted when that decentralization 
took place? Was there a recommendation that originated from your 
Office? 

Mr. Kine. The decision was made at policy level in the Under 
Secretary’s Office, Under Secretary for Administration. He did, of 
course, consult the political bureaus and other appropriate units of 
the State Department. 

Mr. Brownson. In your opinion then, since this program was di- 
vorced completely from your Office, what supervision was there in the 
State Department over the HICOG construction program? 

Mr. Kine. Well, the program was decentralized to the field office 
of the High Commissioner. They were, of course, responsible 
ultimately to the Department of State, but I would prefer that Mr. 
Wolfe answer that question, if I may. 

Mr. Brownson. Was there any memorandum of record at the 
time that decision was made to decentralize that construction program 
in Germany? 

Mr. Kina. I believe there was, sir. I do not have it myself. 

Mr. Brownson. I wonder, Mr. King, if you could locate that 
memorandum in order that we might insert it in the record at this 
point. 

Mr. Kina. Yes, sir. 

Mr. Brownson. I ask unanimous consent that the memorandum 
of record be included in our record at this point. 

Mr. Kine. It may be that the succeeding witnesses have that 
material. 

(The information furnished by the Department of State plus 
additional data furnished by the subcommittee’s staff, marked 
“Exhibit 13,” is as follows:) 
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Exuipsir 13 


FoREIGN BuILpINGs OPERATIONS PARTICIPATION IN THE BONN CONSTRUCTION 
PROJECT 


A search of FBO’s files reveals that Mr. Frederick Larkin, former Chief of 
FBO, was in the Frankfort-Bonn area, Germany, from October 22 through 
October 28, 1950, and that although he was primarily concerned with the long- 
range diplomatic and consular program, discussions were held with officials of 
HICOG on the proposed Bonn move. At the time of Mr. Larkin’s visit, the 
final decision on this move had not been made. Mr. Larkin reported on this 
matter from Frankfort by confidential, coded telegram 3565, dated October 28, 
1950, paraphrased as follows: 

“Considering possibility of move to Bonn in near future, the situation here 
has been carefully analyzed with HICOG. Although proposed move is not 
definite as yet, certain immediate steps in preparation should be taken. These 
will involve expenditures of a million deutschemarks at least for office and living 
quarters sites. It is HICOG’s expectation that furniture and construction costs 
will be able to be paid from other than FBO funds. Permanent residences are 
excluded from above figure, two of which residences would be for principal officers 
and involve approximately an additional DM _ 1,000,000. Competition for 
suitable property exists among all Allied Nations, requiring rapid action if loca- 
tions in desirable category are to be secured at reasonable cost.” 

After Mr. Larkin’s departure from Germany, in a memorandum dated Novem- 
ber 14, 1950, to the Office of the Under Secretary for Administration, the following 
reference to the Bonn project occurs: 

‘‘As reported by wire there will be needed in this capital, when, as and if the 
move to Bonn is decided on, a site for extensions to the presently occupied office 
quarters’ building (non-Government owned but available indefinitely), a site 
for the flat building, and five or six houses. I am assuming that some way or 
other funds for these purposes will be provided as otherwise a seriously embarrass- 
ing situation will arise. It is incredible that the dollar credit of about $200,000,000 
due from the German Government cannot be made available in part for this 
necessary purpose and that it may prove necessary to expend new additional 
dollars for this work.” 

The authorization of the Department to proceed with the move of HICOG to 
Bonn is covered by telegram 3972 of December 1, 1950, copy of which is under- 
stood to have been inserted in the record of the hearings during testimony. 

We also understand that telegram 4461 of December 22, 1950, from the Depart- 
ment, and HICOG’s telegram 5207 of December 21, 1950, are recorded. 

In view of the departmental directives, FBO considered that the authority, 
as well as the responsibility, for the Bonn-Bad Godesberg projects were decen- 
tralized to the Office of the High Commissioner. 

[The following are paraphrased digests of the three pertinent telegrams referred 
to above, prepared by the subcommittee staff: 

[In telegram 3972, December 1, 1950, the Department of State indicated it 
approved the move of the United States Headquarters to Bonn and said that the 
move should not be a piecemeal operation but that headquarters should continue 
to be at Frankfurt until the move could be made in its entirety. It was indicated 
that the HICOG proposal had been discussed informally with the Bureau of the 
Budget and Economic Cooperation Administration in Washington, and that 
ECA concurred subject to the concurrence of the office of the special representative 
in Paris, 

{In telegram 4461, dated December 22, 1950, authority was granted to HICOG 
to negotiate for the acquisition of properties to be used as residences for the High 
Commissioner and Deputy High Commissioner as well as sites for the office build- 
ing and apartments at Ponn. It was noted that HICOG had discussed this matter 
with Mr. Larkin of the FPO. It was requested that when the offers and esti- 
mates were made firm they should be submitted to the Department for considera- 
tion, and that all payments should be taken from GARIOA funds which had been 
previously authorized for occupation housing purposes. 

[In telegram 5207, dated December 21, 1950, which was directed to the atten- 
tion of Mr. Kimball and Mr. King, FBO from Mr. Wolfe reference was made 
to the telegram of 4461 referred to above and the subject of telephone conversation 
between Mr. Wolfe on the one hand and Messrs. Kimball and King on the other. 
This telegram indicated that HICOG would proceed with its plans to obtain the 
necessary property in the Konn area and would forward site layout areas, prices, 
and other information after sales had been concluded. In addition, it was said 
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that the contracts and plans for both the German and American housing, the 
commissary, post exchange, warehouse, school, and chapel, and other construc- 
tion would be forwarded as soon as they were concluded.] 


Mr. Brownson. Was your office consulted by HICOG as the State 
Department proper in any reference to the Bonn-Bad Godesberg 
program? 

Mr. Kine. According to our records, my predecessor, Mr. Frederick 
Larkin, Chief of the Foreign Buildings Office at that time, visited 
Germany in the early stages of planning of this program and did look 
at various properties with the executive director or his technical staff, 
re ndering such assistance as he might have been able to render. 

Mr. Brownson. In what connection was his assistance rendered? 

Mr. Kine. I understand that he did look at the various sites on 
which the housing program was to be erected. 

Mr. Brownson. He did then, it is safe to assume, have knowledge 
of the general scope of this program? 

Mr. Kina. I believe so. 

Mr. Brownson. Is there any record of the report that was made 
return to the State Department to State Department 


( 


upon his 
authorities here in Washington as to this program and its development 
by HICOG? 

Mr. Kina. No, sir; that was not required or expected of him since 
the program had already been decentralized to HICOG. 

Mr. Brownson. He did check into the land, then, and help them 
in the selection of the sites with the vast experience that is available 
in the Office of Foreign Service Buildings. 

I wonder if any overtures were ever made to him that that technical 
assistance also be made available in this construction in HICOG? 

Mr. Kina. 1 do not believe so, sir, but I am sure that they did 
wish his opinion on the selection of the sites. 

Mr. Brownson. Did your office, either since you have taken over 
or when Mr. Larkin was here, volunteer at any time to be of assistance 
in this HICOG program? 

Mr. Kina. Well, as a technical unit of the State Department, our 
services, of course, were available. I would Jike to clarify any possible 
implication there that they should have called on us by stating that 
we were not at that time equipped to handle an operation of this 
magnitude. 

Mr. Brownson. I have here a brief of a document on file with 
HICOG. This was a document dated December 22, 1950, document 
No. 5. It is printed on page 30 of the HICOG Construction Program. 

I quote directly: 

As per telephone conversation between Messrs. King, Kimball, and Wolfe on 
December 22, HICOG will go ahead with their plans for Bonn area acquisition 
of needed property. After the sale has been consummated, site layouts, prices, 
areas, and so forth, will be forwarded. As the plans and contracts are concluded 
for American and German housing, PX, commissary, school, warehouse, chapel, 
and so forth, they will be forwarded to Mr. King. 

Were those plans forwarded to you in recognition of this telephone 
conservation which has been recorded as document 5 of December 22, 
1950? 

Mr. Kina. To my best recollection, Mr. Chairman, it was at that 
time that the total decentralization of the program to Bonn was 


determined. 
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Mr. Brownson. This is after Mr. Larkin went over to look at the 
sites, is that right? 

Mr. Kina. | would have to check those dates, sir, to be 

Mr. Brownson. Who is the Mr. Kimball referred to in this 
memorandum? 

Mr. Kina. Mr. Kimball at that time was one of the responsible 
officers in the Office of German Affairs in the Department here in 
Washington. 

Mr. Brownson. Was your office, at any time after this agreement 
was consummated to decentralize the program, spe ifically directed 
not to intervene in this program? 

Mr. Kina. No, sir, or to intervene. 

Mr. Brownson. In other words, you had no instructions at all 
once this decentralization was co _— ted? 

Mr. Kine. That is correct, 

Mr. Brownson. But you were ‘notified of the decentralization? 

Mr. Kina. Yes, sit 

Mr. Brownson. That is the memorandum that we have asked to 
have included in the record. 

Is it your opinion that eventually these buildings that were built 
under the Bonn-Bad Godesberg program W ill be taken over under the 
supervision of the Foreign Buildings Office? 

Mr. Kina. Yes, sir. 

Mr. Brownson. Considering the fact that they will eventually be 
taken over, don’t you feel that your office had some responsibility to 
intervene in this construction program? 

Mr. Kina. I am not sure that that decision would rest with the 
chief or director of my office, no, sir. 

Mr. Brownson. Where, in your opinion, would the decision rest ! 

Mr. Kina. In the office of the Deputy Under Secretary for Admir 
tration. 

Mr. Brownson. Who was the Deputy Under Secretary for Adminis- 
tration at that time? 

Mr. Kina. I believe it was Carl Humelsine. 

Mr. Brownson. I asked you before, and you told me you would 
have to check on the dates, and I wish you would do it and supply the 
information for insertion in the record at this point, concerning whether 
Mr. Larkin went to survey these sites before or after the decentraliza- 
tion memorandum was issued. 

Mr. Kina. Yes, sir. 

(Dates of Mr. Larkin’s survey of sites above are set forth in exhibit 
13, see p. 85.) 

Mr. Brownson. Did you ever request any opinion of the Deputy 
Under Secretary or the Secretary of State or anyone in the Department 
of State on the policy level or of any other qualified branch of the De- 
partment of State as to whether your office should take any interest 
in the Bonn program? 

Mr. Kina. No, sir. 

Mr. Brownson. In other words, you abided by the memoran- 
dum as it was issued? 

Mr. Kina. Yes, sir. 

Mr. Brownson. That memorandum was issued by the Deputy 
Under Secretary? 

Mr. Kina. Jointly with other responsible officers of the Department 











SS USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 


Mr. Brownson. Who signed the memorandum, do you remember? 

Mr. Kina. I believe that the group following can supply this in- 
formation this afternoon to you. 

Mr. Brownson. I would appreciate it. Of course you will supply 
that memorandum. 

Mr. Kina. Yes, sir. 

Mr. Brownson. That will take care of that particular question. 

Is this construction in the Bonn-Bad Godesburg area carried at the 
present time on the rolls of your office as property owned by the United 
States? 

Mr. Kina. It is not. It is still under the control and operation of 
the Office of the High Commissioner. 

Mr. Brownson. In other words, it is carried on his paper as an 
asset rather than being carried on the paper of your office? 

Mr. Kine. Sir, sir. 

Mr. Brownson. Has there been any discussion as to when that 
property will be added to the rolls of your office? 

Mr. Kina. It is my understanding that when the new contractual 
arrangements —a form of treaty with the German Government comes 
into effect sometime this year, | believe, depending upon its ratifica- 
tion—then the Bonn establishment wiil come into the category of a 
normal diplomatic and consular establishment, and as such, falls 
within the purview of our office. 

Mr. Brownson. At the time that the final agreements are signed 
with Germany, as I understand it, the office of the High Commissioner 
will go out of existence as such, is that correct? 

Mr. Kine. That is my understanding. It becomes an embassy. 

Mr. Brownson. Becomes an embassy? 

Mr. Kina. Yes, sir. 

Mr. Brownson. In other words, we have built up this Little 
America at Bonn and in Bad Godesberg in order to house what will 
eventually be a normal embassy complement? 

Mr. Kine. Yes, sir. 

Mr. Brownson. Have any plans been made as to what to do with 
the tremendous number of surplus buildings thai will exist? 

Mr. Kring. I am not in a position, Mr. Chairman, to say now 
whether those buildings will become surplus. I think a great deal 
would depend upon whether Bonn remains the capital of Germany 
and other considerations. 

Mr. Brownson. And of course, a great deal will depend upon the 
scale of staffing which the State Department is able to get by with in 
the Bonn Embassy. 

Mr. Kina. Yes, sir. 

Mr. Brownson. I would imagine that they probably have very 
definite plans afoot to make sure that all the buildings are occupied in 
the future if something doesn’t intervene. 

Do you have any questions, Mrs. St. George? 

Mrs. St. Georare. Yes, Mr. Chairman. 

Mr. King, I am interested in the fact that Mr. Larkin went over 
there, | presume, upon instructions from the State Department and 
was consulted on a site, and yet he came back, and no memorandum of 
any kind was made out, is that correct? 

There is no record of what he found. There is no record of why he 
decided on certain things or why he recommended others. In spite 
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of all the paperwork we have in Government, he was not able to leave 
any record of what he had done or thought. 

Mr. Kine. Mr. Larkin at that time was conducting a survey of our 
worldwide operations. He passed through Germany not—he did not 
leave Washington for the express purpose of going to Germany on this 
program. 

Mrs. St. Georce. No; but he did go to Germany? 

Mr. Kine. He did go to Germany. 

Mrs. Sr. Groree. And acted as an adviser, is that correct? 

Mr. Kine. Yes, ma’am. 

Mrs. Sr. Groree. And yet no record of his advice or what he was 
consulted on was left. 

Mr. Kine. I do not believe I said there was no record. I do not 
remember or know of any at this moment, but I will certainly examine 
the record to see 

Mrs. St. Georee. I think it would be very helpful if there is such 
a record if you could find it, of course, because it seems rather strange 
and unbusinesslike to have absolutely no record of his findings. 

That is all, Mr. Chairman. 

Mr. Brownson. Mr. Lantaff. 

Mr. Lantarr. Where is Mr. Larkin now? 

Mr. Kina. Mr. Larkin has retired and is now in private business. 
He reached the statutory age limit last year. 

Mr. Lanvarr. In this city? 

Me. Kine. No; he is covering generally the southern and middle 
western and northern parts of the country in a private capacity, as a 
consulting engineer and architect. 

Mr. Brownson. Mr. Holtzman? 

Mr. Houtrzman. Mr. King, when did this decentralization order 
get to vou, if you recall? 

Mr. Kina. I do not recall the exact dates. 

Mr. Hourzman. About when would you say? Can you state - 

Mr. Kina. It would be, I should imagine, in the early part of 1951. 

Mr. Houtrzman. That was subsequent, was it not 

Mr. Wotre. December 1950. 

Mr. Hotrzman. Was that subsequent to your phone discussion with 
Mr. Kimball and Mr. Wolfe? 

Mr. Kina. I believe the chairman has a record of the date of that 
conversation. 

Mr. Hotrzman. Then you say you received no orders with respect 
to any interest on your part or intercession on the part of your De- 
partment as to whether to participate or not to participate; is that 
correct? 

Mr. Kinga. Until the order was actually issued; correct, sir. 

Mr. Hoxrzman. Yet you were told in this phone conversation, 
were you not, that after the sale had been consummated you would 
get certain layouts, et cetera; is that correct? 

Mr. Kine. That is correct, sir; prior to the decentralization. 

Mr. HoirzmMan. You were also told that, as the plans and contracts 
were concluded for American arid German housing, including the PX 
and the commissary and the school and warehouse and the chapel, 
et cetera, you would receive them; is that correct? 

Mr. Kinga. Yes, sir. 
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Mr. Houttzman. Did you take any steps to make inquiry at that 
time with respect to these items? 

Mr. Kina. The understanding that I had at that time through th 
Office of German Affairs in the State Department was that specific 
properties, projects, estimates, would be referred back for clearance. 
Following that preliminary understanding, the entire program was 
decentralized 

Mr. Hoirzman. However, you were not told, were you, to cease 
being interested in the proposition, were you? 

Mr. Kina. I was not. 

Mr. Hotrzman. Now, the question is, again, Did you take any 
any steps whatsoever to look at these plans or to get hold of them or 
to follow through or to ascertain as to why you had not received them? 

Mr. Kina. I am not sure of the dates as to whether I would have 
had time to do that; if the responsibility were mine or my Office’s, 
| expect we did do so. 

Mr. Hourzman. You sav you expect that you did do that? 

Mr. Kina. Yes, sir; if the time intervals would have permitted, 
but it was fairly evident from the beginning of the program that decen- 
tralization was the logical step to take in an operation of this kind 

Mr. Hotrzman. I don’t wish to be unfair on this thing. I am not 
asking if by virtue of the decentralization order you had an obligation 
to do anything or did not have an obligation. I am simply asking, 
Mr. King, aaa you did make inquiry, whether you did try to 
ascertain why these plans did or did not get to you or whether you did 
not Can vou answer that now as to that so that we can have it on the 
record? 

Mr. Kina. I would Sau) that I did 

Mr. HorrzmMan ra e; thank you very much 

Mr. Brownson. Mr. King, did anyone approach you or your office 
concerning the matter “of securing additional fi _ from Congress for 
the Bonn-Bad Godesberg program before it was decided to fund it 
entirely from counterpart currencies? 

Mr. Kine. Not to my knowledge, sir 

Mr. Brownson. You were not consulted as to whether in your 
opinion it would be feasible to approach Congress for a dollar appropria- 
tion for this type of construction? 

Mr. Kina. I have no recollection whatsoever of any such approach 

Mr. Brownson. Mr. Kennelly, as the chief counsel do you have 
any questions? 

Mr. Kenneuiy. Yes; I have a few 

Were you ever posed the question of whether or not this Bonn 
construction, using foreign credits, should have been conducted under 
the Foreign Service Buildings Act, using the $6% million of foreign 
credits that were available under that act for the year 1951? 

Mr. Kine. The $6% million that you refer to was appropriated 
for specific projects elsewhere. 

Mr. Kenneviy. What do you mean by specific projects? 

Mr. Kina. They were presented to the Congress, to the Bureau of 
the Budget, under the Buildings Act for other diplomatic and consular 
establishments. They would not normally be available for transfer 
to this Bonn project. 

Mr. Kenne.ty. In other words, that year, when the Department 
of State went in for an appropriation under this act, they indicated 
exactly what projects they had in mind? 
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Mr. Kina. That is correct. 

Mr. Kennetuy. And also the cost of each of those projects? 

Mr. Kina. That is right. 

Mr. KENNELLY. So the usual procedure observed by the Depart- 
ment of State in building was to get a specific alloc ation of money and 
specific appropriation of money for a specific project? 

Mr. Kina. That is correet. 

Mr. Kenne ty. In that regard this was at least a novel and unusual 
instance in not having the construction project covered by a specific 
appropriation? 

Mr. Kine. Yes. This particular project fell, in our opinion, en- 
tirely outside of the purview of the Buildings Act financially, being 
the support facilities to an occupation operation and not being a diplo- 
matic and consular function at that time, or even yet. As such, it is 
not normal that we would go to the Congress. 

Mr. Kenne ty. Isn’t it true that part of the project is concerned 
with normal diplomatic responsibilities of the State Department? 

Mr. Kina. In its present operation? 

Mr. Kenneviy. And many high-ranking persons there 

Mr. Kina. Yes, indeed. 

Mr. Kenne tity. That they would be handling in Germany if it 
were not occupied? 

Mr. Kina. Yes, indeed. However, basically it is the office of the 
High Commissioner, representing the U sited States under the tri- 
partite agreement. 

Mr. Kunne.uviy. In addition to that, it is true, isn’t it, that it was 
always understood that, following the occupation, ‘all of these buildings 
would be taken over and be used for normal Foreign Service, carrying 
out of normal Foreign Service responsibilities in Germany as in any 
other country. 

Mr. Kine. Yes, sir; and prior to that time the High Commissioner 
has always operated under its own budgetary arrangements. 

Mr. Kenneuiy. | am not clear in my mind exactly as to why your 
office didn’t get into this picture. Did this order concerning decen- 
tralization specifically exclude your office from entering into this 
picture, or was it an order that said that all operations, diplomatic or 
otherwise, in Germany, coming under the jurisdiction of the High 
Commissioner there, would be done on an autonomous basis without 
referral to the State Department? 

Mr. Kina. I would prefer that the actual order itself be entered as 
requested by the chairman, because I have no clear recollection of the 
exact delegation of authority, except I do know that it was predicated 
on the desirability of decentralizing this program to the Office of the 
ligh Commissioner. 

Mr. Brownson. If you will yield at that point, Mr. Kennelly. 

Mr. King, how many people do you have at the present time in your 
Office of Foreign Building Operations right here in the State Depart- 
ment in Washington? 

Mr. Kina. Our office, including all branches, of which there are 5, 
has about 42 people. 

Mr. Brownson. What are the five branches? 

Mr. Kine. There is the Office of the Director; there is the Projects 
Branch, which handles the architectural engineering; there is the 
Furniture and Furnishings Branch, devoted exclusively to decorating 
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and furnishing; there is the Leasing Branch which handles all leases. 
[t is a very major part and portion of our overseas activities. 

There is the Property Management Branch. 

Mr. Brownson. Your Office has 42 people here in Washington? 
F Mr. Kina. That is right, sir. 

Mr. Brownson. How many people are there operating directly 
under your Office as an integral part of the Foreign Buildings Operation 
outside of Washington? 

Mr. Kina. It is about the same number of Americans. They are 
supported both technically and administratively by nationals in 
various regions. 

Mr. Brownson. You say there are about 42 Americans outside of 
Washington? 

Mr. Kina. Yes. 

Mr. Brownson. And 42 in. Do you have any idea how many 
nationals of other countries are involved on your staff at the present 
time? 

Mr. Kina. The ratio is usually about 1 to 1, but in our particular 
type of operation the size of the staff varies with the program workload 
as to new designs or number of buildings under construction and that 
sort of measurement. 

Mr. Brownson. Was your staff approximately this same size in 
1950? 

Mr. Kina. Yes, sir. 

Mr. Brownson. The point I am trying to get at is this: With 
your experience and with your organization and knowing, as you did, 
the criteria that had been applied for residential construction and 
furnishings in other areas, it seems to me most unfortunate that your 
Office didn’t have a larger part to play in this program, at least in an 
advisory capacity. 

I just wonder if you shouldn’t establish, for the sake of the record, 
the fact that vou had a trained operating nucleus. Are a large 
percentage of your people licensed architects? 

Mr. Kine. Yes, sir, and engineers. 

Mr. Brownson. Licensed architects and engineers. 

Mr. Kina. Yes, sir. 

Mr. Lantarr. Will the gentleman yield? 

Mr. Brownson. Yes. 

Mr. Lanrarr. Did you have any people stationed in Europe in 
December of 1950? 

Mr. Kine. Not in Germany, no one at all. 

Mr. Lanrarr. In Europe? 

Mr. Kina. In Europe, yes. 

Mr. Lanrarr. Paris? 

Mr. Kina. Paris, Rome, London, and Stockholm. We had rezioual 
offices. 

Mr. Hourzman. Mr. Chairman. 

Mr. Brownson. Mr. Holtzman. 

Mr. Hotrzman. Mr. King, you said you made some arrangement 
with respect to the site layouts and prices, and the PX, commissary, 
school, and so forth. Now—can you recall—did you ever get those 
lavouts and those plans? 

Mr. Kina. Not prior to the decentralization; no, sir. 














USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 93 


Mr. HouitzMan. Did you get them subsequent to the decentraliza- 
tion? 

Mr. Kina. I have seen them; yes. As to when they arrived in my 
office, I would have to check the dates. 

Mr. Houtzman. Well—— 

Mr. Kine. The reason I am not answering you as to the precise 
dates is that I am out of the country a great deal myself, and the 
German program—since it was not my responsibility, I made no 
particular effort to fix these dates in my mind prior to this hearing. 

Mr. Hourzman. Well, now, when you got these plans and these 
layouts, who sent them to you? 

Mr. Kine. They came from the Office of the High Commissioner. 

Mr. Hourzman. And that was after you say the decentralization 
law was in effect; is that correct? 

Mr. Kine. When they arrived, sir, they arrived for record pur- 
poses in the Department, my office being the natural depository for 
that information. 

Mr. Hourzman. Did you examine these documents yourself? 

Mr. Kina. Not in detail. 

Mr. Kennetty. Just one last question from me, Mr. King: When 
the Department of State was requesting its appropriation from 
HICOG for the fiscal year 1951, as Mr. Ellis stated a little while ago, 
the question came up whether or not they would want a waiver in 
that section of the act of section 3734 of the revised statutes, where 
it is forbidden that money be paid for contracts made for the purchase 
of any site for public building in excess of the amount specifically 
appropriated therefor; and the answer was given by the State Depart- 
ment that that waiver was not needed inasmuch as the activities 
of the Department of State were covered by the Foreign Service 
Building Act of 1926. 

Now, in reading through a legal opinion of the State Department 
concerning the legality of this project, which is listed as exhibit C 
in the GAO report, to which we have referred many times, on page 3 
the statement is made: 

In submitting its request for an appropriation for the fiscal year ending June 
30, 1951, the Department specifically asked the Congress that the exemption from 
section 3734 of the Revised Statutes not be continued. At that time it was pointed 
out that the proposed appropriation bill made provision for use of other authori- 
ties available to the Department of State in making expenditures for the Govern- 
ment in occupied areas of Germany, and that the Department had available the 
authority contained in the Foreign Service Buildings Act of 1926, as amended. 

Now, it seems quite obvious to me that it was the intention of the 
State Department that any building in connection with the HICOG 
operation was going to be done, if not under the Foreign Service 
Buildings Act of 1926, using funds specifically appropriated therefor, 
at least using the legal distinction the State Department that it was 
under the “authority” of the Foreign Service Buildings Act. 

What I want to ask you is whether, at the time that HICOG took 
on this construction project this point was brought up, i. e., whether 
in view of the Department’s reliance upon the Foreign Service Build- 
ings Act of 1926, nevertheless, your office should have no jurisdic- 
tional authority? 

Mr. Kina. It is my understanding, subject to check by the legal 
counsel of HICOG, who is here today, that the reference to the For- 
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eign Service Buildings Act ties back into the organizational GOAG 
language setting up the original operations of the High Commis- 
sioner. That language embraced all regulations and statutes under 
which the Dep: irtment was ope rating. 

The counsel can give you more spec ific information on that. 

Mr. Kenneuiy. We can ask that of him. 

Mr. Kine. In other words, the Buildings Act contains certain 
basic permissive language regarding the acquisition of property. 

Mr. Kenne ty. I realize that. I don’t want to get into a legal 
question with you. Don’t misunderstand me. I simply say there 
has been considerable reliance by the State Department and repre- 
sentatives from HICOG upon this Foreign Service Buildings Act. 

At one point in their legal memorandum it would appear they are 
relying on the act as suc ‘h; in another part it would appear they are 
simply relying on the authority of that act. However, in view of the 
fact HICOG acted at least under authority of the act and your Office 
was responsible under that act, I just want to ascertain whether or 
not the subject had been specifically brought to issue at the time this 
construction was started and decision made by somebody that your 
Office should be excluded from the act. 

Mr. Kina. I can only answer that by saying it did not come to my 
personal attention. 

‘There were many discussions held in the Department on the matter, 
and it was determined at appropriate policy level that the operation 
should be conducted with the existing staff available in Germany. 

Mr. Kenne.uy. Well, my suggestion, Mr. King—we intend, I 
believe, to recall you a little later for an additional type of testi- 
mony—is that perhaps overnight, if you could, you might look i 
your files and sce whatever memoranda and papers, cables, records, 
or telephone calls that you have that have some bearing on this issue, 
to see exactly why vou were out of the picture, and who said so. If 
you would look through those and if there is anything that would be 
of assistance to us in getting this picture of the building records, we 
would like to take a look at it. 

Mr. Kina. I would be glad to do so, sir. 

(See exhibit 13, p. 85.) 

Mr. Brownson. Mr. King, I was a little alarmed here when I 
heard you traveled around the world. The next time we want some 
information on your office it may be possible you may be in foreign 
parts, which made me think it would be a good idea to insert in the 
record at the time we were discussing a few minutes ago the personnel 
and organization of your office, an organization chart of your office 
and activities, if you have one available. 

Mr. Kina. Yes, sir. 

Mr. Brownson. And I would also like a brief statement to accom- 
pany them indicating the extent to which you subcontract for archi- 
tectural services. 

Mr. Kina. Yes, sir. 

Mr. Brownson. I am interested in that from the standpoint of 
the overall objective of the committee, which is a survey of the 
operations of the State Department functions; and I think, since you 
testified here, this will be a good time to get that information on 
your office. 

Mr. Kina. Yes, sir. 
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Mr. Lanrarr: Mr. Chairman, in that connection, I presume the 
chart will show the extent of the operations overseas, where the 
personnel are stationed and the support they are rendering. 

Mr. Brownson. Yes; and also a breakdown of your subcontracting 
operations so we can just get a picture when we come to study the 
organizational structure of the State Department of how your particu- 
lar office is organized, the extent to which the work is done in the 
office and the extent to which it is subcontracted. 

(Information requested concerning the use of architectural and 
engineering services under contract by the Foreign Building Office 
marked “Exhibit 14” is as follows: ) 


Exuipit 14 


UsE oF ARCHITECTURAL AND ENGINEERING SERVICES UNDER CONTRACT BY THI 
FOREIGN BurLoINGs OFFICE 


lor several years there has been increased emphasis on utilizing the services 
of private, professional architects, and engineers in the foreign buildings opera 
tions, subject to the continuous and close supervision of FBO to insure conformity 
with architectural and engineering standards, budgetary, accounting, and statu- 
tory controls, space criteria, and so forth. This policy evolved from many years 
of experience and the resulting conviction that such services (a) adapted them 
selves to the individual project and program needs at costs which could be budgeted 
and determined in advance within narrow limits, (b) effected important economies 
in FBO operations through the elimination of a large standby technical Federal 
organization, which cannot readily be strengthened or weakened under Federal 
employinent practices except at considerable inefficiency and high overhead costs 
as the number of buildings’ projects increased or decreased according to congres- 
sional appropriations and field conditions) and (c) assured the Department of the 
highest quality professional services representing the United States in the design 
of its diplomatie and consular establishments overseas. 

Since 1949 the foregoing policy has resulted in the placing of the principal 
architectural and engineering services in professional hands on 87 percent of the 
53 projects undertaken. Preliminary designs on only 15 projects and working 
drawings on only 7 projects have been prepared in the FBO Washington office 
since 1949. These professional services, depending upon individual project 
requirements, are based on minimum fees, ranging from 1 to 5 percent of 
construction cost. 


(Charts showing the organization of the Foreign Buildings Office are 
set forth in the appendix as “Exhibits 15 and 16,” pp. 370-371.) 

Mr. Kine. Yes, sir. 

Mr. Brownson. Thank you very much, Mr. King. We wiil appre- 
ciate your standing by. 

Mr. Kina. Yes, sir. 

Mr. Brownson. I think we will want some further information 
from you a little later on. 

There will be a very brief recess for a conference. 

(Thereupon a short recess was taken.) 

Mr. Brownson. The next witness will be Mr. Riddleberger, the 
Chief of the Bureau of German Affairs, Department of State. 

You were sworn, I| believe, this morning. 

Mr. RippLeserGcer. No, Mr. Chairman. 

Mr. Brownson. You were not? 

Mr. RippLeBerGer. I was not. 

Mr. Brownson. Do you solemnly swear to tell the truth, the 
whole truth, and nothing but the truth, so help you God? 

Mr. RippiesBerGcer. | do. 

Mr. Brownson. Will you give your name and official designation 
for the reporter, please? 





USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 


TESTIMONY OF JAMES W. RIDDLEBERGER, DIRECTOR, BUREAU 
OF GERMAN AFFAIRS, DEPARTMENT OF STATE 


Mr. RippieserGcer. Mr. Chairman, my name is James W. Riddle- 
berger. The title is Director, Bureau of German Affairs, in the 
Department of State. 

Mr. Brownson. Do you have prepared testimony? 

Mr. RippLeserGer. I have, Mr. Chairman, a few prepared re- 
marks—rather short—and perhaps a few extemporaneous observations 
that might be pertinent to the inquiry and also in response to some of 
the points that were made this morning. 

Mr. Brownson. Do you have an extra copy of your prepared 
remarks - 

Mr. RippLeBEerGER. Yes, sir. 

Mr. Brownson. Which might be helpful to the reporter? 

Mr. RippLeserGer. We have a copy. 

I made 1 or 2 minor changes, which I will indicate. 

Mr. Brownson. That is all right. He will check the remarks as 
you deliver them. 

Mr. RippteserGer. Mr. Chairman, I would like, in thanking you 
for your opening remarks this morning, to say that we shall be more 
than happy to give what we hope are fully responsive answers on the 
subject that you mentioned. 

In addition to that, on behalf of the Department of State, I should 
like to say that we will also cooperate with this committee to the full 
extent of our ability. 

Mr. Brownson. Thank you very much. 

Mr. RippLeserGer. We feel we have nothing to conceal whatsoever 
in this. 

I think there are certain differences of opinion on this project, and 
we shall be more than gratified to have the facts brought before you. 

I think I should say, by was of preface, that this building project 
which is now under examination relates to housing for both American 
and what we term local employees, for the most part German; an 
office building; principal officer housing; and certain community 
facilities, a construction that was undertaken late in 1950 and was 
completed in 1951 by the Office of the United States High Commis- 
sioner for Germany. 

At the risk of a certain repetition, in view of what has been said in 
testimony earlier today, I would like to address myself briefly to the 
question of the legal authority. 

The committee may recall that under Executive Order 10062—I 
believe of June 6, 1949—there was established in Germany the Office 
of the United States High Commissioner for Germany, and on Septem- 
ber 21, 1949, Mr. John J. McCloy took office in that capacity. He 
first went, as you may recall, as military governor because the High 
Commission was only established after the German elections and when 
the occupation statute which affected the transition from a military 
government to a High Commission and a German Government was 
put into effect. 

On that same date—namely, September 21, 1949—the civilian 
occupation responsibilities were transferred from the military gov- 
ernment, formerly under General Clay, to the Department of State; 
and the funds from the so-called government and relief occupied 
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areas, the GARIOA appropriations, were likewise transferred to the 
State Department. 

In other words, the State Department became responsible for the 
occupation activities, apart from the military, which, of course, 
include and did includ» a wide variety of operations, such as the 
courts,the prisons, the conduct of civil aviation, and various pub- 
lishing matters, such as Die Neue Zeitung and radio station- 

Mr. Brownson. Mr. Riddleberger, at that point, do you know 
what other funds were transferred from the Army to the High Com- 
missioner at the same time as the GARIOA funds? 

Mr. Ripptesereger. I would say, sir, the transfer of GARIOA 
funds was practically the entirety, but likewise certain counterpart 
funds were transferred simply as generated from GARIOA funds. 

Mr. Brownson. Would it be possible to give the subcommittee 
information for insertion in the record as to the other counterpart 
funds that were transferred at this time? 

Mr. RippienerGer. | should say that would be possible. 

Mr. Murpny. Yes. 

Mr. RippLERBERGER. Yes; we can supply that. 

(The information referred to, with respect to counterpart funds, 
marked “Exhibit 17,” is as follows:) 


Exuipir 17 


Funds transferred to Department of State from Department of the Army! from 
July 1, 1949, to June 80, 1950 
Dollar funds: 
From GARIOA dollar appropriation _ - - Fas . $26, 400, 568 
Combined Travel Board funds_ - ; : ; 101, 695 
Total ; ari . .-.. 26, 502, 263 
Deutsehemark funds: 
High Commissioner’s operating fund a DM101, 814, 360 
Counterpart accruing after Dec. 1, 1949, from procurement 
authorizations issued from GARIOA funds___ gad 172, 343, 985 


Total eee sia Stes 274, 158, 345 


! Exclusive of funds held in trust. 


Mr. Brownson. It is also my understanding the prisoner-of-war 
funds were transferred; is that right? 

Mr. RippLtesperGer. Yes; they may have been. In general, I think 
it’s the fair statement, in assuming the responsibilities formerly per- 
formed by military government, there was effected a transfer of funds 
which corresponded to the functions. 

Mr. Brownson. Thank you. 

Mr. RippLeserGer. In the report which accompanied S, 3304—I 
believe that is the number—the Committee on Foreign Relations 
recognized that the United States, as one of the occupying powers, 
required considerable latitude in dealing with the situation in Germany. 

I believe it’s fair to say that the entire legislative history of the 
so-called GARIOA funds indicates a recognition by Congress of the 
broad authorities which were exercised formerly by the Department 
of State and subsequently by the—by the Department of Army and 
subsequently by the Department of State. 

When the Department approved the request for the move from 
Frankfurt to Bonn, it naturally interpreted Public Law No. 759, 81st 
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Congress, title III, as providing sufficient authority to support the 
construction of housing for the High Commissioner; and in this con- 
nection we relied primarily on that portion of the language which I 
believe has already been quoted but which, in brief, reads: 


For expenses not otherwise provided for necessary to meet the responsibilities 
and obligations of the United States in connection with the Government occupa- 
tion and control of occupied areas in Germany. 

Mr. Lantarr. Mr. Chairman. 

Mr. Brownson. Mr. Lantaff. 

Mr. Lanvrarr. In that connection, when the move was made from 
Frankfurt to Bonn, were all personnel housed at Frankfurt? 

Mr. RippLesercer. Practically all. 

Mr. Lantarr. How were they housed? 

Mr. RippLesercer. With the exception of Berlin element. 

Mr. Lantarr. How were they housed? 

Mr. RippLeBerGer. They were housed in two ways—housed in 
the requisitioned buildings which we had entirely in Berlin and partly 
as a result of certain construction that was undertaken in Frankfurt. 

That was the case at the time of the move. 

Mr. Lantarr. I mean, we had construction under way in Frank- 
furt? 

Mr. RippLeserGcer. Yes; we built in Frankfurt. 

Mr. Lantarr. To house these same people? 

Mr. RippLeBerGer. Yes; we had to build in Frankfurt. 

The situation in Frankfurt at the time of the transfer functions 
from the military government to the High Commission was such that 
we had them stacked up there at certain periods three to a home; 
and many of us—I recall in my own case I left my family in Berlin 
for the simple reason there was no place to put them. 

It took some time —Frankfurt is a greatly devastated citvy—for us 
to get what you might call even the minimum of housing in Frankfurt. 

Mr. Lanrarr. And, so, the need for building these houses was just 
prompted by the decision to move from Frankfurt to Bonn? 

Houses were otherwise provided for if you stayed in Frankfurt; 
is that right? 

Mr. RippLEBERGER. Yes; we were in fairly good shape in Frankfurt, 
by the time the decision came in 1950. 

Mr. Chairman, at this point perhaps I should say, for the sake 
of the reporter, I will digress from my prepared remarks because | 
would like to give an answer that is fully responsive to your question 
and I think these are points that have not been brought out compre- 
hensively at least in the testimony that we’ve had to date. 

Mr. Brownson. Proceed, Mr. Riddleberger. 

Mr. RippLesercer. I realize that the testimony is highly technical 
on the use of funds and from the report of the General Accounting 
Office. 

What was of such major importance to us was the two monumental 
events that occurred in 1950: The first, of course, was the Korean 
war and the second was the decision of the foreign ministers in New 
York, in 1950, buttressed by the decision of the foreign ministers in 
Brussels in December of that same year to embark upon the rearma- 
ment of West Germany and, of course, upon the German contribution 
to the total of Western European defense. 
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I should explain perhaps here that, however inconvenient the run 
from Frankfort to Bonn may have been, Mr. McCloy gave it a very 
thorough try and we did not move until circumstances practically 
forced us to go. 

I should say, in all frankness, that I believe the conduct of the 
negotiations on the contractual agreements, and on our part, let us 
say, of the European Army and the NATO protocol would have been 
impossible without a move to Bonn. 

Now, on the human side, I believe we lost— 

Was it seven people, Mr. Wolfe? 

Mr. Wo.re. Seven. 

Mr. RippLEBERGER. —seven people during this period. 

It is a hundred miles from Frankfurt to Bonn. The situation is 
something as if, let us say, this committee conducted its business in 
Richmond, Va., and scrambled back here for rolleall. 

We did it. We did it over a period of practically 2 years, and we 
did it at a great personal inconvenience. 

1 don’t think any of us complained about that, but the fact remains 
that we were attempting to run our part of the High Commission 
from a city that was a hundred miles distant from the seat of the 
High Commission. 

Mr. Lantarr. In that connection, what would have been done for 
the housing facilities and the construction program that was under- 
taken in Frankfurt? 

Mr. Ripp.tesercer. That was turned over. The decision to 
dispatch, of course, more divisions to Germany made it necessary, 
of course, for the Army to come back in Frankfurt, and all that space 
is now utilized. 

Mr. Lantarr. By the Army? 

Mr. RippLeBerGer. By the Army; ves. 

The High Commission—our part of the High Commission—estab- 
lishment is new located in Bonn, with the exception of what is known 
as the Berlin element and perhaps a few scattered liaison offices 
around; but basically it is in Benn. 

I would like to say at this point I seem to find somewhat sinister 
undertones in the report of the General Accounting Office about this 
move which I would like to be entirely frank about and explain that 
we recognized at the time this move was going to cost money, and to 
the extent we could we preferred to operate from Frankfurt. | 
think that did succeed in the period when Germany was not regarded 
as a potential ally and when. none of these other important negotia- 
tions subsequent to the Korean war had to be undertaken. 

Mr. Brownson. Mr. Riddleberger, when was Bonn established as 
the postwar capital? 

Mr. RippLenerGer. Sir, I am glad you mentioned that. In the 
very early days there was a possibility that Frankfurt might have 
been the capital. This decision. was not taken immediately, and 
that was one reason why Mr. McCloy deferred any discussion. of a 
move to Bonn. Eventually the Bundesrat of the German Parliament 
voted to make the seat of government in Bonn. That faced us with 
the decision of how we would operate. 

Our position was considerably more difficult, | should say, than 
that of either the French or the British elements. The British were 
able to take over an old Luftwaffe air force field, to concentrate their 
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offices there. The buildings were there; the barracks were there; 
the office space was there. The French zone comes up nearly to 
Bonn. 

In addition to these factors, it had been agreed that the city of Bonn 
would be left to the Germany Government. 

That is the reason why the High Commission made its decisions at 
the Petersburg, that mountain hotel across the river, across the 
Rhine, and consequently each of us had to do the best we could. 

Now, had the German Government decided to go to Frankfurt 
instead of Bonn, our problems, of course, would have been enormously 
simplified. 

Frankfurt, under Generals Clay and Robinson, had been the seat of 
the bizonal economic organization and, as a result of the blockade, as 
a result of that decision, we had already transferred to Frankfurt the 
major part of our personnel. 

So had the German decision gone that way none of the problems of 
housing in Bonn would have arisen. 

We were in a reasonably satisfactory condition by 1951 in Frank- 
furt. 

Mr. Brownson. Mrs. St. George. 

Mrs. St. Georce. Mr. Riddleberger, isn’t it possible that the 
German Government might eventually establish its capital in Berlin? 

In that case, | presume we would have to move to Berlin. 

Mr. Rippiesercer. If the happy day, Mrs. St. George, should ar- 
rive of German reunification—that is, of course, a definite possibility- 
| think, by tradition, by historical fact, and so forth, that the Germans 
would be inclined to return there. 

How near or remote that possibility may be, I would not, for one, 
under ee to prophesy. 

Mrs. Grorce. Bonn, however, does not seem to be historically 
or sailanaiie a very permanent capital, I would say. 

Mr. RippLeserGer. It was anticipated before the vote that Frank- 
furt certainly had a very good chance. 

I cannot, myself, give all the reasons for that. 

The Chancellor, Chancellor Adenauer, was very much in favor of 
the Bonn area, perhaps for some of the same reasons why Washington 
was established as a capital. Bonn, as you know, is a small university 
town. It was damaged considerably by bombing and it does not have 
the facilities that a city like Frankfurt has, which is several times 
larger. 

Mr. Brownson. Who was in charge of our department in the State 
Department for anticipating where the German Government was going 
to move its capital? 

Mr. RippLesperGer. | am afraid, Mr. Chairman, I am the one who 
would be the victim of that. 

Mr. Brownson. It seems to me we did spend a lot of money in 
Frankfurt. Of course, we are getting some use out of it with the 
Army there now that we have gone to Bonn. I am informed by 
responsible German perople that Bonn is not regarded by most Ger- 
man people as a natural capital of either Germany or of Western 
Germany. 

Mr. RippLeserGcer. Certainly it does not have the tradition of a 
city, let’s say, like Frankfurt had, where you had the great consti- 
tutional developments in 1848. On the other hand, things do tend 
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to get set sometimes and, of course, now the German Government 
itself is undertaking or has undertaken a building program which 
gives perhaps more an air of permanence to Bonn than it had 2 
years ago. 

Mr. Brownson. Is the Bonn area still subject to periodic floods 
like it used to be? Have you had any trouble with that since 

Mr. Ripp.esercrr. Not recently. Some of the land is rather low 
lying along the river there; but I certainly haven’t heard of any 
recently. The banks have been built up fairly high. 

Would you like me to continue, sir? 

Mr. Brownson. Yes, please, Mr. Riddleberger. 

Mr. RippLererGer. Or are there other questions? 

Mr. Brownson. You may continue. 

Mr. RropLesercer. Turning to this housing question, I would like 
to say Mr. McCloy and the State Department were faced with some 
very complicated decisions. 

The intimation at least has been made that this building project 
may turn out to be a white elephant. I, for one, have some doubts 
about that—and I will explain why. 

The toss of housing in Germany through the bombings has been so 
extensive and the rebuilding has been so small in proportion to the 
total loss that I would certainly have the impression that it would be 
almost difficult to lose money on any type of housing in that part of 
Germany, which is very, very highly settled at this time. 

Just the other day 1 was talking with a very high German official 
and he said to me, in spite of the criticism which has been expressed, 
we all know, about this housing project, that he considered that on 
balance it had been a wise decision. He said that had the Americans 
insisted upon additional requisitioning in Bonn it would have faced 
them with a very difficult problem. He thought that eventually—and 
if desired by us—large parts of this construction could be turned over 
and would be taken up very rapidly. The need is still very urgent in 
West Germany. 

Mr. Brownson. Mr. Riddleberger, the issue that has been brought 
out, | think quite clearly, is that this is not so much a question of 
whether it was necessary to build to house United States personnel but 
a question as to the seale on which it was necessary to build. 

Mr. Ripptesercer. | think that’s correct. 

Mr. Brownson. Did your high German official with whom you 
were talking comment upon the comparison of the scale of this hous- 
ing 

Mr. RrppLeBerGer. Yes. 

Mr. Brownson. For $6,000 personnel 

Mr. Rrpptepereer. Yes; he did. 

Mr. Brownson. With the scale of the German | eople? 

Mr. Ripptesercer. He did. He said he thought even the largest 
houses would be easily taken over, and he told me why. f!e said, 
of course, they would be absorbed at once by the other diplomatic 
representation that is now being established in Bonn. He felt that 
certain of them, in any case, would be highly satisfactory from that 
point of view. 

Mr. Brownson. In other words, we have built potential embassies 
for other people? 
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Mr. RippLesercer. Well, potential embassies for ourselves or 
perhaps for German occupancy or other occupancy, as the case may be. 

Mr. Hourzman. Mr. Chairman. 

Mr. Brownson. Mr. Holtzman. 

Mr. Horrzman. Mr. Riddleberzger, if we had provided 12-foot 
living rooms for these people, the 12 feet would have brought pro- 
portionally as much today as the 30-foot living rooms would bring 
isn’t that so? 

Mr. RippieserGer. Possibly; ves. 

However, in that connection, I would like to develop a point I 
was about to develop on the part of the chairme 

In the GAO report here, the comparison we Sala is a comparison 
between what they call German housing and American housing. 

I should stress the fact that this German housing is not German 
housing built by the Germans. It is housing built by us for the 
German personnel. 

I should, in all frankness, say I do not consider that to be a fair 
comparison between, let us say, our housing and other German 
housing because, quite obviously, and under our own laws and regu- 
lations, no foreigner, German or otherwise, can occupy a position of 
any responsibility, shall I say, in the Office of the American High 
Commissioner. 

Mr. Brownson. May I ask in that connection: How high can 
foreigners rise in position? 

Mr. RippiteserGcer. Well, sir 

Mr. Brownson. They cannot rise to any position which involves 
the handling of classified material, can they? 

They can get up to the same position as our 3,000 to 3,500 per- 
sonnel; can’t they? 

Mr. Ripp_eserGcer. Certain ones might under certain conditions, 
but it is very difficult in an embassy to give that kind of position 
to a local employee, for perfectly obvious reasons. 

Mr. Brownson. Well, then, how are most of the German nationals 
employed in the HICOG organizations? 

Mr. RippLesercer. Well, they are employed, of course, as chauf- 
feurs and charwomen and—lI don’t know—any number of things. 

Mr. Wolfe, can you give a breakdown on that? 

Mr. Wo.re. They are employed as typists, messengers, clerks of 
various kinds, where there are unclassified matters. We have a few 
technical specialists working on unclassified material. The top salary 
is roughly $2,500—equivalent to $2,500 here—and that. goes for 
probably 6 or 7. 

Mr. Brownson. You do have German legal advisers, people that 
help you with your real-estate leasing, and that type of thing; don’t 
you? 

Mr. RippLeserGer. Yes. 

Mr. Wotre. That is right, sir. I think in that category there are 
probably 3 or 4 attorneys there. I could get the exact number. 

Mr. RippLesercer. And, of course, they are employed on such 
things as Rias, where it’s necessary to have them, on Die Neue 
Zeitung, the newspaper, and Der Monat, the monthly magazine. 

Mr. Brownson. Most of the questions in the minds of this sub- 
committee are not so much concerned with the comparison between 
the German scale of housing and the scale of housing you are furnishing 
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for United States employees, but between the scale of the housing 
which you are furnishing for the United States employees and the 
scale of living for professional men or Congressmen in Washington. 

Mr. Rippuesercer. I understand that, Mr. Chairman. I under- 
stand that very well. On the other hand, I think perhaps I should 
make one additional comment—and I appeared before you, sir, as 
you recall, in connection with the consular building program, where 
we had a considerable discussion on these points. I must say it does 
appear to me to be prudent and common sense to construct housing 
in a foreign country that corresponds to the habits, traditions, and 
customs of that country. 

Let us take some of the earlier discussion on the equipment of apart- 
ments, and so forth. Over here, in small apartments, the kitchens 
are equipped in what vou might call an American way. We do not 
possess unlimited numbers of domestic servants. They are most 
expensive. On the other hand, in Germany, their system is somewhat 
different. 

I would say in certain types of construction we have been eminently 
successful in providing facilities to which the Germans are accustomed, 
particularly when we have in mind the possibilities of resale. 

Therefore, when | compare, let us say, the housing project in Bonn 
with the quarters that I occupied in Berlin before the war, I find that 
some of these apartments have less facilities in the way of servant 
quarters, and so forth, than the Germans customarily expect. 

I think those points are not vital, but | think they have a certain 
bearing on the possibility of resale. 

To be specific, | recall one apartment in Berlin where we had, | 
think, 3 or 4 bedrooms—3 bedrooms, dining room, kitchen, of course, 
and a living room. We had three servant rooms, because that was 
the way the German housing was constructed. 

Mr. Brownson. Well, may I ask what type of Germans are living 
in that German housing? 

Mr. Ripp_eserGcer. The German housing, of course, varies in the 
same way that housing varies in this country. The well-to-do classes 
have houses that, on the whole, are larger, more commodious than is 
ordinarily the case in the United States. 

Germany was, before the war, of course, unusually well housed. 
Germany had a large population and, consequently, they had a large 
supply of domesiic servants. 

Kven today the construction of that type has much to recommend 
it in relieving the pressure on the whole housing shortage in Germany. 

Now, I say this, sir, with no desire to modify any legitimate criticism 
of undue luxury, but 1 do think there is a point to be made in this type 
of construction—that it should conform in some measure to the local 
circumstances. 

Mr. Hotrzman. Mr. Chairman. 

Mr. Brownson. In other words, we have a housing shortage in 
Germany, as | understand from the testimony that has been developed, 
so acute thai it would take Germany about 15 vears to house their own 
prewar population. 

Mr. Kippiecercer. I would say fully that long. 

Mr. Brownson. To house the number of people she had prior to 
World War II, not taking into account the refugees which have come 
into the western area? 
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Mr. RippLeserGcer. To which must be added between 9 and 10 
million refugees and expellees that have flooded into West Germany 
from the east and from other countries. 

Mr. Brownson. I am not so concerned about what the German 
millionaire and extremely prosperous bu,siness classes may think about 
our scale of housing. I am voncerned a little bit about what this 
ordinary German—possibly the one who is trying to get a job as a 
maid in order to get a roof over her head—may think about this 
program. 

Mr. Rippitesercer. Well, I wasn’t thinking particularly of that. 
] was thinking of what you might call the great middle class, of which 
there was a large segment of the German population consisting of that, 
as to what they had, what they considered to be their system of 
adequate housing. 

I am the first to admit it does not compare in all respects as ours. 
They look upon these things differently. They have different 
standards. They would probably not spend the money that we might 
spend on garbage disposals and dishwashers, and so forth. They 
would spend the money on a maid-—and this goes through a consider- 
able segment of the German population. 

Mr. Brownson. How would vou say the room sizes in the apart- 
ment which you had in Bonn 

Was that a 3-bedroom apartment? 

\fr. Rrppiepercer. Well, sir, perhaps I had better explain here 
that it is very seldom that I am not concerned with matters on German 
affairs, but I happened to be in Paris when this particular decision 
was taken and I have never lived in Bonn. The only way I lived in 
Bonn was in one room in a pension. 

Mr. Brownson. I thought you made a comparison between 
accommodations in Berlin and 

Mr. RippiererGcer. Before the war. 

Mr. Brownson. Oh, before the war. 

Mr. RropieserGer. My own accommodations in Berlin before 
the war and my own accommodations in Bonn: 

Mr. Brownson. I see. 

Mr. RippLenercer. And I would say there, for the most part, 
they are comparable 

Mr. Brownson. The thing that concerns me is having so many 
United States people in Germany and some German nationals living 
so very handsomely, today while we are trying to help the balance 
of the unhoused Germans. 

It looks to me like we have something in common with the old 
German upper middle class in our utter disregard for the problems of 
the others. 

Mr. Rippiesercer. Well, Mr. Chairman, I think that is only 
relatively true. I think it depends on the district. For example, in 
serlin, I can testify with categorical statements that, of course, what 
they have done there is to take the large houses and force the owners 
to grant occupancy to refugees and to other Germans. The housing 
situation is so difficult that it’s rare today to find in Berlin a large 
house, large apartment, that is occupied by only one family. 

Mr. Brownson. Is that true of areas within West Germany and 
within our own zone? 
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Mr. RippLeserGer. Yes; it is still true, although the conditions 
are steadily improving as the Germans build more houses. 

The point | was trying to develop is that, over the long run, we have 
planned in a way which we think is sensible for possible resale in 
Germany. That is really my point, sir. 

Mr. Brownson. Would you say these room sizes as outlined are 
comparable to German middle-class building? 

Mr. RippLeserGer. Oh, yes; definitely. 

Mr. Hourzman. Will the gentleman yield? 

Mr. Brownson. Yes; I will yield, Mr. Holtzman. 

Mr. Houtrzaman. Mr. Riddleberger, you have spoken a great deal 
about resale value. Now, you don’t contend, do you, that this housing 
was constructed for resale purposes? 

Mr. RippLenercer. No; no. I| meant 

Mr. Hotrzman. Now, in the event that it was lavish production, 
the mere fact that it can be sold for a substantial price at this time 
would not justify the lavishness if it existed in the first instance, 
would it? 

Mr. Rippiesercer. No; I was not attempting to justify any 
undue lavishness, sir, by no means. | was merely pointing out that 
perhaps the type of construction might advisedly be different 

Mr. Hoirzman. It seems to me it would be similar to the man who 
takes his last dollar and gees down to the race track and happens to 
hit a 50-to-1 shot. The mere fact that he won wouldn’t justify his 
taking the dollar in the first place 

Mr. Rippiesercer. | would say 

Mr. Horrzman. If the lavishness exists, of course? 

Mr. RippLesercer. | would take that view. 

Mrs. Sr. Grorce. Mr. Riddleberger, do you contend tat there 
are many people in Germany who would be happy and able to pur- 
chase houses for $151,000? 

Mr. Ripp.esercer. There would be, Mrs. St. George, I think 

Mrs. St. Grorce. There would be very few. 

Mr. RippLererGcer. Some of the area surrounding Bonn, which 
happens to lie in one of the richest paris of Germany, namely, the 
Rhine area 

Mrs. Sr. Groree. Even so, $151,000 is a lot of money. 

Mr. HoirzMan. It is even a good deal even if you say it fast. 

Mrs. Sr. Grorer. I think it is a good deal in the United States 

After hearing the testimony, | realize the German scale is a lot 
higher than ours, but I still think—it is my view—$151,000 is high 
even for Germany. 

Mr. RippieperGcer. Mrs. St. George, I agree with that. 

I think perhaps if we sold some of these houses they would likely go 
to other embassies, and so forth, who have an interest in them for that 
purpose, although 

Mr. Brownson. Isn’t Bonn more or less as 1 remember it before 
the war and during the war, largely a university town? 

Mr. RippiererGcer. It is a university town. 

Mr. Brownson. Has there been much industry come in there since 
the war? 

Mr. RippieserGer. Not mutch, but it lies within the heart of one 
of the greatest industrial districts of Germany. If you drew the 
triangle, let’s say, from Cologne to Dortmund and Hagen and back, 
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you would encompass the great Ruhr and Hagen industrial area, but 
it lies outside of that. 

Mr. Brownson. Suppose the German Government did move its 
capital to another city in Germany; would there be much of a market 
for this type of housing facilities in Bonn, which is a university and 
residential center? 

Mr. RippLteserGer. I should say insofar as the apartments are 
concerned there would be an immediate market for them. We might 
have more difficulty on the houses. 

Mr. Brownson. In that case, of course, the diplomatic representa- 
tion in Bonn would probably be 

Mr. RippLtesercer. Oh, it would be 

Mr. Brownson. Negligible 

Mr. Rippiepercer. Nothing. 

Mr. Brownson. Because there would be no reason for it. 

Mr. Rrpp.tererGcer. There would probably be only a few consuls, 
something of that sort. 

That, of course, we cannot foresee. 

I should perhaps make one more point. In utilizing these funds 
for this purpose, the rents—at least the same type of thing that is done 
with other counterpart funds—namely, large amounts of them do go 
into German housing. 

I was called before one of the House committees the other day to 
testify in connection with the housing of refugees from Berlin, which 
ve gave some fizures, I think, on the number or on the amounts, rather, 
of counterpart funds that we tried to put into that. 

Mr. Brownson. How much do we spend, for instance, for an 
apartment to house refugees in Berlin? How much do we spend for 
the housing? 

Mr. RippieperGer. | don’t recall the figures because, you see, we 
don’t spend it, Mr. Chairman. This goes through the Federal Govern- 
ment, the West German Government, and they spend the money. 

The housing for refugees goes all the way from what you might call 
refugee camps into new housing units that are being constructed in 
Western Germany—all types. 

Mr. Brownson. I have some information which came to me from 
Germany in that connection. I think it was pointed out that about 
$1,700 was used to provide housing for a family of four refugees. 

When I compare that with $21,000 for one $3,000-a-vear United 
States stenographer, which is the price, as | understand it, prorated 
across the apartment units, | can’t help but wonder what kind of 
public relations we are building up in Germany. 

Mr. RippLepercer. Well, sir, | must s»*y, in response to that 
question, | have not found in Germany great criticism of the establish- 
ment. In fact, | think there was a sigh of relief in the city of Bonn 
and in the environs when we decided to build, rather than requisition, 
because this question of housing is still very acute. 

This is aside and apart from resale, but I think it is pertinent to the 
question. 

Mr. Brownson. | would like to ask unanimous consent to insert at 
this point in the record letters and accompanying newspaper stories 
which have recently come to me, including some from Germany, 
commenting on housing programs, together with certain photographs 
indicative of the nature of this housing. 
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(The material referred to, marked “‘ Exhibits ISA, 18B, 18C1—18C20. 
and 18D,” appears in the appendix, pp. 372-388.) 

Mr. Brownson. In building this housing project in Bonn, why was 
it financed out of GARIOA funds instead of oce upation funds? 

Mr. RippLeperGer. Sir, by decision of the foreign ministers last 
year, early last year, it was decided to limit to the minimum the 
amount of occupation costs that would be levied upon the West 
German Government. 

I believe this point was mentioned this morning. 

[ realize it is a very complicated matier. Perhaps I can clarify a 
few aspects. 

The amount the West German Government pays today for occupa- 
tion costs is limited to 600 million Deutschemarks per month, by deci- 
sion of the three foreign ministers of the United Kingdom, the United 
States and France. 

As Mr. Wolfe explained, 98 percent of that goes to the Army for 
military purposes, That is where the big construction ~p roje cts come, 
really, in Germany, aside of which the HICOG development is, of 
course, relatively small. 

This has been made necessary for several reasons: To house our 
own troops, to provide their faci ilities, the fac —e mony require and, 
of course, for other projects of a strictly military nature. 

Mr. Brownson. I understand the Britis! } did use occu} ration funds 
for their construction; is that correct? 

Mr. RrippLtesperGcer. Yes. The British are now doing-—and the 
French, for that matter, too—what we did in Bonn, when we em- 
barked upon their construction. 

How they use it is determined largely by their own decision on the 
distribution of their part of the occupation cost. 

The 600 million deutschemark limitation is by agreement between 
the three allies. 

In response to another question that was asked this morning, | 
should say that is not the total amount which West Germany would 
be expected to pay as its defense contribution. The total amount, 
as established by the so-called three wise men in Paris last year, was 
fixed at 850 million deutschemarks per month. 

The same type of review is now going on in Paris to establish for 
this year the total amount that Germany can and should pay as con- 
tribution to defense. 

This can only be : iP] plied 1 in its totality when the treaties are ratified 
and when Germany is authorized to establish European defense forces 
and to support them. 

Mr. Brownson. May [ ask who the three wise men were? 

Mr. RippLepercer. Yes. That was the name for an American, 
Mr. Harriman, an Englishman and Frenchman who prepared the 
first review of the total German capacity to contribute to defense. 

It is not, strictly speaking, a NATO review for the reason that 
Germany is not the other member of NATO and, therefore, we have 
this little device whereby the German submission, as it is called, 1 
dealt with separately. 

I answer this question in some detail because there seemed to be 
some confusion this morning about why we paid for other troops, 
troops of other countries in Germany. 


} 
} 





108 USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 


I can only say that it seems to us this must be looked at in its 
totality. 

Take a country, let us sav, like France, which has a certain number 
of forces. Under this NATO commitment, it receives aid in the form 
of direct assistance from the United States and, likewise, receives 
aid in the form of occupation cost in Germany. 

The same is true, of course, of the British forces. 

Mr. Brownson. Mr. Riddleberger, what is the relationship of 
your position in the State Department to the High Commissioner of 
Germany? 

Mr. Rippiesercer. The American High Commission in Germany, 
of course, is directly responsible to the President. He exercises 
the President exercises —it through the Secretary of State. 

I happen to direct the bureau which was set up first under Ambassa- 
dor Murphy, later under Colonel Byroade, at the time we took over 
the running of the occupation in Germany. Consequently, we might 
be described as the bac kstopping operation for the occupation. 

Mr. Brownson. Did you take over from Colonel Byroade? 

Mr. RippLesercer. | took over from Colonel Byroade last May. 

Mr. Brownson. Specifically, as far as this relationship is con- 
cerned, do reports come in to you from the High Commissioner? 

Mr. RippLeBerGer. Oh, yes. 

Mr. Brownson. And you really stand between the High Commis- 
sioner and the Secretary of State; is that right? 

Mr. RrppieserGer. I am responsible to the Secretary of State for 
the German operation. 

Mr. Brownson. In that connection, how long have you been in 
your present position? 

Mr. RippLerercer. I, sir, have sm ‘n in this position since May of 
last year. I have been e ngaged on German affairs since 1935; 5 years 
in the Embassy in Berlin, before and during the war, from 1936 until 
1941; engaged on German affairs in London during the war, 1942 to 
1944; chief of the central European division—I believe it was called 
then—including Germany and Austria, 1944 to 1947; chief of the 
political section of military government under General Clay, 1947-48; 
political adviser to General Clay, 1949; political adviser to Mr. 
McCloy, 1949 to 1950. Then I went to Paris and came back from 
Paris in May of 1952. 

Mr. Brownson. How would you say your office in the Department 
of State would have been affected by that decentralization of authority 
to HICOG, separating HICOG from the other operations? 

Mr. RipptererGcer. We have always been in favor of a fair degree 
of decentralization for the actual conduct of the day-by-day operations 
in Germany. 

I will try to explain why that is so. It goes back to really the 
methods under which military government was operated. The fact 
that both the military governors and later the high commissioners 
represent in effect the ultimate sovereignty in Germany—for ex- 
ample, under the occupation statute, the high commissioners pos- 
sessed the power of, let us say, veto over certain types of German 
legislation. We even possessed for a while the veto over state legis- 
lation. This was in the early days of the occupation statute. To 
run that type of operation entirely from Washington never struck 
us as being altogether sensible and, consequently, the broad lines of 
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our policy were laid down here, with the conduct of that, and par- 
ticularly because it was a tripartite affair, left largely in Mr. MeCloy’s 
hands, the’reason for that being, he must negotiate not only with the 
Germans but with the British and French on all matters of consequence 
to the four Governments. 

Mr. Brownson. Do you have any questions, Mr. Holtzman? 

Mr. Hourzman. I have no further questions. 

Mr. Meaper. Mr. Chairman. 

Mr. Brownson. Mr. Meader. 

Mr. Meaper. Mr. Riddleberger, you referred to this matter of 
indirect aid to the other occupying powers. How much of the 600 
million deutschemarks per month do they get? 

Mr. RippLesercer. I should correct the testimony that Mr. Wolfe 
gave this morning. I have been informed over the lunch hour that I 
believe the amount we get per month is 276— 

Mr. Wore. Two hundred seventy-six. 

Mr. RippLeserGer. Million deutschemarks. The French get, | 
believe, 102 million deutschemarks, and the British the remainder. 

I believe those figures are correct. We could, of course, give them 
to you later after we check them. 

I should say, sir, in respect to occupation costs, since they are pri 
marily devoted to military support at this point, that they are divided 
largely on the basis of the number of troops, Mr. Meader, which the 
three powers have in Germany. 

Mr. Meaper. The British get about 222 million? 

Mr. RippueserGcer. That sounds about right. We can give you 
the precise figures. I think that is accurate. 

Mr. Meaper. I didn’t quite understand the difference between the 
600 million figure and the 850 million figure. 

Mr. RippiteserGeR. The 600 million figure is the amount of pure 
occupation cost, which the Allied occupying powers levy upon the 
West German Government. 

The 850-million-deutschemarks-a-month figure was the amount 
established last year which the German Government would pay if we 
were able today to have German troops in the European defense force. 

Mr. Mraper. You mean—— 

Mr. RippLeserGer. In other words, that would be the total contri- 
bution. 

Mr. Meaper. We would have 250 million deutschemarks a month 
which would be for the support of the German troops? 

Mr. RippLesercer. For the German troops, and perhaps, sir, 
much more. 

Mr. Meraper. But knowing that the amounts available for the 
occupying powers are to be increased over the total of 600 million—— 

Mr. RippieserGer. The finance division of the contractual rela- 
tions, sir, provides for a renegotiation of the amount immediately 
upon ratification of the treaties. 

The reason for that is it will depend propably upon the speed of the 
buildup of the German forces. 

Mr. Mraper. You mean if they build up there might be additional 
amounts over the 600? 

Mr. RippteserGer. I would say, as of today, it’s unlikely that the 
German Government could spend, let us say, in the first few months 
the totality that they are required to pay. 





110 USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 


Mr. Meaper. You mean the 250 million deutschemarks? 

Mr. RippLesercer. I mean the 850 million. It is 850 million. 

Therefore, the question of the cost of the occupation is more or less 
left open, depending on the amounts which the German Government 
ean spend for defense. 

Mr. Meaper. I didn’t hear you state that Mr. Riddleberger, al- 
though you may have done it before I arrived here. 

Now, you gave, as I understand it, about four reasons in defense of 
this housing project? 

Mr. RippLeBerGcer. Yes. 

Mr. Meaper. For the character of it, you want to be like the Ger- 
mans and supply servant quarters in accordance with the station in 
life to which our people would be entitled under the German system? 

Mr. RippieserGcer. No, sir. I don’t think I said that. I made 
some comparisons between the housing the Americans in Bonn have 
and, let us say, the apartments that existed in prewar Germany; and 
I made the point, I believe, that we think it’s sensible and prudent to 
to have the type of construction that may later be disposed of at a 

satisfactory price. 

Mr. Brownson. You do feel, Mr. Riddleberger, the time may come 
when this property will have to be disposed of? 

Mr. RippLesercer. Well, Mr. Chairman, if we could get the 
treaties ratified, of course we could convert this entire occupation 
organi ation into an embassy, and that is what we are pressing for and 
pressing for very hard, every day. 

Mr. Brownson. Now, when you said the entire occupation organi- 
zation, you mean as many pelple as vou have over there now? 

Mr. RippLerercer. That is what I mean. I don’t of course refer 
to the Armed Forces; that is something else. 

[ am talking about the staff of the United States High Commissioner 
in Germany. 

Mr. Brownson. How many people do you have on the staff of the 
United States High Commissioner in Germany right now, in the 
Bonn-Bad Godesberg area? 

Mr. RippLEBERGER. We have how many 

Mr. Woure. In the Bonn-Bad Godesberg area about 540. 

Mr. Brownson. 540 Americans? 

Mr. Wotre. Yes, sir 

Mr. RippLeserGcer. Yes, sir 

Mr. Brownson. And how many nationals, locals? 

Mr. Woure. At the present time about 900. 

Mr. Brownson. How does that compare with the staff the embassy 
had in Berlin before the war? 

Mr. RippLeserGcer. Oh, it bears no comparison to the staff of the 
Embassy in Berlin before the war, which was purely a diplomatic 
representation. I don’t recall the exact figures, but it was not in 
any sense that magnitude. 

Mr. Brownsown. Is this five times as big? 

Mr. RippLepercer. At least. 

Mr. Brownson. At least? 

Mr. RippLespercer. At least. 

That might depend, sir, on whether you count military attaches, 
naval attaches and so forth. 

Mr. Brownson. Are you talking about counting the people? 


) 
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Mr. RippLeBerGer. Yes. 

Mr. Brownson. Are you talking about ending up with an operation 
in Bonn, at the Embassy there, with the same number of people you 
have at the present time in the High Commissioner’s office? 

Mr. Rippiepercer. | don’t think we would wind up with the 
same number of people, Mr. Chairman. 

Mr. Wo.re. Excuse me, Mr. Chairman. That 540 does include 
the people there; because of occupational responsibilities now, nat- 
urally when the contracts are ratified, that number will be some- 
what reduced. 

Mr. Brownson. All those people are housed, is that not correct? 

Mr. Wotre. That is correct, sir. 

Mr. RippLEBERGER. They are housed. You see, we still run- 

Mr. Brownson. In other words, knowing the occupation is probably 
going to come to an end sometime this year, you built housing to fit 
an occupation force in Bonn? 

Mr. RrppLesercer. No, sir; we did not know that, not at that time. 
I wish we had. 

As you may recall, the present situation with respect to the con- 
tractuals and the European army is a result of an extensive, compli- 
cated, tortuous and difficult negotiation that commenced in 1950 
and went on without interruption until May of 1952, when the agree- 
ments were eventually signed. 

Mr. Brownson. Well, let’s say at the time the Bonn project was 
started the negotiations had been started. 

Mr. Ripp.epercer. The part of the negotiations had been started, 
sir. The European army had not been started. It started shortly 
after that, but that—the full extent of negotiations, the time taken, 
of course, was totally unknown to us, and what we had to do was to 
consider the number of people that we had to place in Bonn, knowing 
quite well that these complicated affairs were coming up. But we 
still have, under the occupation statute, the responsibilities which 
evolve upon the occupying powers, and they carry you very far. 
They carry you into courts, into civil aviation, into a number of mat- 
ters which we could drop once Germany is restored. 

Mr. Brownson. You are familiar, of course, with the so-called 
Blue Book and the White List? 

Mr. RippiesperGcer. The Blue Book? 

Mr. Brownson. Considering comparable people in our establish- 
ments to those listed in the Blue Book and the White List of the State 
Department, how many people do you imagine you will have in Ger- 
many on an embassy status in Bonn, in “the Bad Godesberg area, 
on an embassy basis? 

Mr. RippieserGer. I would be hesitant, Mr. Chairman, to make 
a flat estimate. I will tell you why. 

It is impossible for me to say, for example, what the extent of the 
public affairs program may be, which takes a large amount of our 
personnel and money. 

It would depend upon how quickly the courts can be liquidated. It 
would depend upon how quickly the airports—which we now control 
can be turned over. 

I anticipate we may have an unusually large staff, perhaps, during 
the first 9 to 12 months after the agreements, while we carry out 
those parts of the agreements which place responsibilities upon the 





112 USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 


occupying authorities, and while we liquidate such matters as the 
courts and civil aviation. 

Mr. Brownson. According to my information here, you have 
1,261 people employed in our embassies and missions to Germany. 

Mr. Rippiesercer. That, I think, includes the entire public 
affairs staff and likewise the consulates, does it not? 

Mr. Brownson. The above figures include only those people listed 
in the so-called blue book and white list and Foreign Service list of 
the United States personnel overseas. 

Mr. Wotre. That includes 1,261 in the book. Since that time 
there has been another reduction, and it does include all Americans 
of the State Department throughout Germany. 

Mr. Brownson. 1,261? 

Mr. Wore. That has now been reduced, as of today, to between 
1,100 and 1,150. 

Mr. Brownson. That is very encouraging. 

Mr. Woure. And, of course, we continue to lower that figure. We 
have a program now to be effective the 1st of July and another pro- 
gram to be effective on contracts. In other words, we have consist- 
ently reduced from 2,600 Americans, when the State Department 
took over in September of 1949, to our present figure, and our plans 
run for another year or year and a half, depending upon the date of 
ratification. 

Mr. Brownson. Mr. Wolfe, how many people do you have housed 
in the United States housing in the Bonn-Bad Godesberg area 

Mr. Wo tre. At the present time, 540. 

Mr. Brownson. Five hundred and forty? 

Mr. Wo re. Yes, sir. 

Mr. Brownson. United States employees? 

Mr. Wourr. Yes, sir. 

Mr. Brownson. And their families, of course. 

Now, Mr. Riddleberger, how do you think that total of 540 com- 
pares to what we are going to need when we go on an embassy status 
and eliminate our occupation? 

Mr. RippLeserGcer. It should not be anything of that size, Mr. 
Chairman. 

Mr. Brownson. In other words, we have just finished a project that 
is going to be, for one cause or another, oversize—I am not trying to 
point a finger; these things may have been unpredictable, but never- 
theless we have finished an elaborate building program of a little 
America on the Rhine, which very shortly is going to be excessive to 
our needs. 

Mr. RippteserGer. Mr. Chairman, I would not disagree with that, 
but I would like to point out, as I think I did once before, that all of 
of this could not be foreseen. 

Mr. Brownson. Oh, Lagree. I agree with that absolutely. Hind- 
sight in these cases is much better than foresight. 

Mr. RippLEBERGER. Yes. 

Mr. Brownson. I am just trying to establish that fact for the record 
without being condemnatory at all as I do it. 

Mr. RippLtesercer. Thank you. I think we have we have tried 
to have foresight in construction of these buildings for resale purposes. 
Then, if I may, I would like to make one other observation. 
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Mr. Meaper. Mr. Chairman, can he come up with a figure of how 
many American personnel there will be after this phasing out? 

Mr. RippLesEeRGeR. We are preparing those for the Bureau of the 
Budget now, sir, in anticipation of the treaties being ratified. 

Mr. Meaper. Can you give us a figure? 

Mr. RippieserGer. [| think so. 

Mr. Brownson. Just approximately. 

Mr. RrippLeBerGerR. Do we have any figure? 

Mr. Wo.re. The present figure for 1954, on the basis of ratification 
in July, or certainly by early fall, is 400 in the Bonn area. 

Now, that is assuming ratification and that we can go through the 
program. 

Now, a part of that is still necessary because of the contractual 
agreements. 

For instance, the contractual agreements provide certain boards, 
commissions, tribunals, all of which must have personnel. That is in 
addition to a normal embassy. 

The size of our public affairs organization will be another deter- 
mining factor below the 400, but-—I know the question, I think I 
realize the question in your minds immediately, “Well, what do we 
do with the balance?’”’ 

I have already been approached by the German Government, by 
the British Government, by at least a half a dozen ambassadors in the 
Bonn area: “Please, if you have any vacant apartments at all, we want 
them,” because aost oi the diplomatic corps—and I say over 50 per- 
cent of the diplomatic corps—are now residing in hotels or in very 
inadequate quarters, and everybody up to an average of 10 or 11 
months. We have even gone so far as to work out a rental scale, the 
money, of course, to go back into either miscellaneous receipts or the 
operation of the project, the maintenance, utilities, and so on. 

Mr. Brownson. Do you suppose we could sneak a little of that 
money back into the Treasury? 

Mr. Wo.tre. Whatever is used for the payment of utilities and 
maintenance reduces the appropriation, of course, for the operation 
and maintenance. 

Mr. Brownson. We might even make a small profit on this housing. 

Mr. Meaper. Do you have any idea what those units will rent for, 
Mr. Wolfe? 

Mr. Wotre. Well, frankly I have 3—we can take 1 apartment 
that I can recall the figures on, a 2-bedroom apartment; what we have 
done is taken the cost of the construction plus the cost of operation, 
utilities, plus 2% percent; I think that is the formula. We used a regu- 
lar formula to figure a rental, and a 2-bedroom apartment ranged 
between, because of varying factors in their range, $125 a month and 
$166 a month, and just before I left on the trip the decision was being 
put up to me, “Well, what shall we charge?” and frankly I had not 
reviewed the figures within that limit. 

Mr. Brownson. Would that be rented completely furnished, 
including wineglasses? 

Mr. Wo tre. I would like to mention that point, if 1 may, sir, at 
this point, since we bring up the glasses. 1 think we must recall that 
since the beginning of the occupation all personnel serving with the 
Army overseas were provided everything from the wineglasses up— 
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[ should say from the soap and the wax on the floors up. A lot of that 
has been discontinued, but I must say this: It would have cost us far 
more over a period of 4 years to move the personal effects of the per- 
sonnel to Germany that were stored at the individual’s expense back 
here than it would be to go ahead and buy it and provide it. 

Now, the individual does pay for every piece of breakage, so there 
is no providing it all over again every time somebody breaks one. An 
individual must pay for every piece of broken glassware and china, 
so it is a continuous thing. 

The rate that we are charging—and that was on the 2-bedroom 
apartment—is some place between $125 and $166 and did include the 
wineglasses, if they wanted them; and, if they are provided, they 
replace any broken ones. 

Mr. Meaver. Mr. Chairman. 

Mr. Brownson. Yes; Mr. Meader. 

Mr. Meaver. Mr. Wolfe, before you leave, I just want to clear 
up a figure here. You gave 2,500 as the top salary for any German 
employee. 

Mr. Woure. That is about right, sir. 

Mr. Meaver. Now, does that include provision for the housing? 

Mr. Wore. No, sir; he pays rent for his housing. 

Mr. Meaper. He has to pay rent for it? 

Mr. Woure. Yes, sir. 

Mr. Meaper. And how many German employees do you have now? 

Mr. Wotre. Because we are going through a reduction period right 
now, | would have to 

Mr. Meaper. I mean, what the figures correspond— 

Mr. Wo .re. To around nine—let me have a little leeway—between 
nine and ten-fifty at the present time, between 900 and 1,000. 

Mr. Meaper. And what will it be after this reduction we are talking 
about? 

Mr. Wotre. Oh, our present reduction will bring it down definitely 
to the 900, and I don’t recall the figure for July, but I can get it for 
you. It has been changed quite a bit in the last—— 

Mr. Meaper. Would it roughly be comparable to the reduction in 
the American personnel? 

Mr. Woure. Oh, yes. 

Mr. Meaper. And civilian employees? 

Mr. Wotre. Yes, sir. In fact the German personnel is just slightly 
greater than the percentage as of this time. Now, on the July 1 reduc- 
tion the percentage of Americans to go is just a little larger than the 
German percentage. 

Mr. Meaper. What do you propose to do with the vacancies that 
result from that reduction? 

Mr. Woutre. In the German apartments? 

Mr. Meaper. Yes. 

Mr. Wo tre. In the apartments housing our German employees 
they revert to the German Government, and they may use—see, we 

control the rent, the occupancy, and the standards of maintenance in 
those buildings, and when the United States has no further use for 
them, then they are turned over to the German Government. 

Mr. Brownson. I think our chief counsel, Mr. Kennelly, has one 
question to ask. 
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Mr. KennELLY. I just want to get this clear for the record, Mr 
Riddleberger. 

Mr. RippLeserGer. Yes. 

Mr. Kenneuiy. Can it be said that the State Department will take 
full responsibility, one, for the decision to move to Bonn and, two, 
for all factors, including legal, in connection with the construction— 

Mr. Ripp_eserGcer. Why, | think 

Mr. KenNeELLY. Program involved? 

Mr. RippieserGer. | think that is correct; I believe we have to. 

Mr. KenNELLY. Despite this decentralization order? 

Mr. RippLeserGer. Yes. 

Mr. Kenneuiy. Nevertheless, the final responsibility did rest in 
the State Department. 

Mr. RippLeserGer. Yes. 

May I add one additional comment: For reasons I have explained at 
some length to the committee, of course, it is desirable to have a certain 
flexibility for the use of funds in Germany. There are a number of 
reasons for that. 

Mr. Brownson. You feel, Mr. Riddleberger, you have had flexi- 
bility? 

Mr. RippLeperGer. | think, sir, we have had flexibility. Ihave no 
complaint in that regard. I would like to say, we ourselves, felt 
unlike the previous system—it was desirable to put in the same kind 
of GARIOA accounting that we use for dollars, and I think that was 
desirable. That was one of Mr. McCloy’s first decisions, and it was 
thoroughly and completely supported by the State Department and 
by the responsible officials in HICOG. 

I have always felt that this money should be accounted for in that 
way. 

I do believe for a number of what I think are good reasons that a 
certain flexibility in this counterpart is desired. 

Mr. Brownson. Which you have had. 

Mr. RippLespercer. Which we have had. 

I think that it’s been exercised with care. I think it is desirable to 
retain it. 

Mr. Kennet iy. Mr. Riddleberger, in connection with the cost and 
so-called lavishness and so forth of the fine houses and apartment 
developments, after your conversation, meeting German standards and 
so forth, do you feel the basic minimum housing standards provided 
for are very adequate for the employees over there, or do you feel 
something more than that has been provided for? 

Mr. Ripp.Lesercer. It is hard to determine what you consider the 
basic minimum to be. I would certainly say that is 

Mr. Kennety. | know it’s been met. Has anything more than 
the basic minimum been met? 

Mr. RippLeBperGer. Well, I don’t know exactly your criteria of 
the basic minimum. I would not contend for a moment we are living 
in poverty or under distressing conditions in Bonn. 

Some of us have in various times in the past, because of the Berlin 
blockade, and so forth, but I would not say that was the case today. 

Mr. KENNELLY. Well you agree something less lavish could have 
been constructed if American Government business was conducted 
over there as usual? 
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Mr. Ripp_eserGer. Yes; something less lavish could have been 
constructed. Whether it would have had the same future value, I am 
not so certain, because I think it is always certainly hard to say how 
these things might turn out. My own guess is we will come out 
financially very well on this construction project, very well indeed. 

Mr. Brownson. Mr. Riddleberger, you haven’t had any requests 
on the part of personnel in Germany to return to Washington for duty 
with the State Department because of more adequate housing condi- 
tions over here? 

Mr. RrppLeBerGer. | had it in early days, but not since the project 
in Bonn was finished. 

Mr. Hourzman. You have basic minimum housing, in any event? 

Mr. RippLeBercer. We had great difficulty, sir, in Frankfurt in 
the early days, great difficulty. It was a distressing problem, but it 
was overcome. There were certain inconveniences during the move, 
and so forth, but they have been overcome. 

Mr. Brownson. We are very happy the hardy pioneers have ade- 
quate facilities now so they can get together in Bonn and discuss their 
various hardships of the good old days. 

The meeting will recess until 10 o’clock tomorrow morning. 

(Whereupon, at 4:55 p. m., the hearing was recessed, to reconvene 
tomorrow, Friday, March 20, 1953, at 10 a. m.) 
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BONN-BAD GODESBERG AREA CONSTRUCTION PROGRAM 


FRIDAY, MARCH 20, 1953 


House or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The Subcommittee met, pursuant to adjournment, at 10:21 a. m., 
in room 1302, New House Office Building, Hon. Charles B. Brownson 
(chairman of the subcommittee) presiding. 

Mr. Brownson. The meeting of the International Operations 
Subcommittee of the House Committee on Government Operations 
will come to order. 

The staff director will call the roll, please. 

Mr. Mountain. Congressman Brownson? 

Mr. Brownson. Here. 

Mr. Mountain. Congressman Meader? 

Mr. Brownson. Absent. 

Mr. Mountain. Congressman Judd? 

Mr. Brownson. Absent. 

Mr. Mountain. Congresswoman St. George? 

Mrs. St. Georce. Here. 

Mr. Mountain. Congressman Lantaff? 

Mr. Lantarr. Here. 

Mr. Mountarn. Congressman Holtzman? 

Mr. Houtrzman. Here. 

Mr. Mounrarn. Congressman Dodd? 

Mr. Brownson. Absent. 

The first witness this morning will be Mr. Riddleberger, who has a 
few statements which he wishes to add to his testimony of yesterday. 
Will you give your full name and title to the reporter, please, Mr. 
Riddleberger. 


FURTHER TESTIMONY OF JAMES W. RIDDLEBERGER, DIRECTOR, 
BUREAU OF GERMAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Brownson. You were sworn yesterday? 

Mr. RippLesEerGer. I was sworn yesterday, Mr. Chairman. May 
[ continue, Mr. Chairman? 

Mr. Brownson. Yes. 

Mr. Ripp.esercer. This morning I should like to say a few words 
about the action that was taken by the State Department and by Mr. 
McCloy when he was High Commissioner in Germany in reviewing 
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before the appropriate committees of the Congress the projects which 
we had in mind 

For reasons that were spelled out in my testimony yesterday, the 
building projects in Bonn were not discussed during the 1951 appro- 
priations hearings. | attempted to make clear the reason why this 
decision had been taken and the various political and negotiating con- 
siderations that were mvolved. 

Mr. Browns>oN. You mean the appropriation hearings for the 
fiscal year 1951? 

Mr. RippLeBERGER. Yes 

Mr. Brownson. And those hearings were actually held at what 
time? 

Mr. RippLeverGcer. Mr. Chairman, I must think for the fiscal 
year 1951 that must have started in May of 1950. 

Mr. Brownson. I wanted to clarify the relationship between the 
fiscal vear and the calendar vear. 

Mr. RippLEBERGER. I was trying to think of the month. It was 
May. Mr. MeCloy came back, as he usually did, and of course he 
had with him representatives from the State Department who dis- 
cussed simultaneously the budget for the domestic part of the oc- 
cupation. 

However, in 1952 and in 1953, that is to say the hearings for those 
vears, this matter was discussed both before the Appropriations Com- 
mittee and I think likewise before the Foreign Relations Committee. 

Mr. Brownson. May I ask if those discussions, to your knowledge. 
were covered by minutes of those meetings? 

Mir. RippLesercer. Mr, Chairman, they may be in some cases. 
\iy recollection is that from time to time they were also informal 
liscussions. The reason is that we try to the fullest extent possible 
to keep the appropriate committees of the Congress informed about 
levelopments in the German field. 

I have not got with me this morning citations but I daresay we can 
find them. I would not say they would cover all consultations that 
took place. 

Mr. Brownson. Were you a party to all the consultations that 
took place? 

Mr. RippLeserGcer. | myself was not, Mr. Chairman. I did not 
return with Mr. McCloy for these appropriations hearings. I was in 
Germany for part of that time. For the last 2 fiscal years I was in 
Paris 

Mr. Brownson. Who, to the best of your knowledge, represented 
the State Department at those hearings? 

Mr. RippLevercer. Mr. Wolfe and usually Colonel Byroade with 
his executive director came from the State Department. I think 
that was customary. He was then the Director of the Bureau of 
German Affairs, the same position I occupy today. 

Mr. Brownson. When Mr. Wolfe takes the stand later this morn- 
ing he will be able to give us some of that information because he is 
familiar with those hearings. 

Mr. RippLeserGer. Yes, he was here with Mr. McCloy. 

Mr. Brownson. Thank you very much. Proceed. 

Mr. RrppieserGer. I would kke to say further that it was never 
intended on our part to conceal in any way the use that HICOG, 
as we call our part of the High Commission, was making of local 
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currencies. 1 think it was Mr. McCloy’s practice to bring to the 
attention of the appropriate committees what we mig/it call his 
deutschemark budget as well as his dollar budget. 

I do believe that this deutschemark budget, from what I know, 
was never examined in the same detail which was customary in the 
case of the dollar budget, but as I said vesterday, I believe, from the 
very beginning of HICOG, the establishment of the High Commission. 
we had kept a very strict accounting of all deutse hemark expenditures 
and likewise had always ann up our deutschemark budget which 
was made available to the Appropriations Committees. 

Mr. Brownson. You state that it was not examined in the same 
detail as the dollar budget. Was it presented in the same detail 
the dollar budget 

Mr. RippLererGer. | would say on the whole it was presented in 
something of the same fashion. We used more or less the same 
system on it. I do not know that the breakdown was always in the 
same detail because of course we pay for so many minor items in 
local currencies, but the attempt was to show the amounts and the 
main purposes for which they were spent 

Mr. Brownson. Would that budget, as presented to the committee, 
include such factors as the total cost of the ambassador’s residence 
the total cost of these five residences for the chief officers in Germany, 
and the unit cost of this apartment house construction for American 
and German personnel? 

Mr. RippLeBeRGER. | would have to ask Mr. Wolfe because that 
is a deutschemark affair, whether that was done that way. 


FURTHER TESTIMONY OF GLENN G. WOLFE, EXECUTIVE DIRECTOR, 
OFFICE OF THE UNITED STATES HIGH COMMISSIONER FOR 
GERMANY 


Mr. Brownson. Before you proceed, Mr. Wolfe, you were sworn 
yesterday? 

Mr. Woure. Yes, sir. The budget in fiscal year 1951 did not 
include anything on the construction program in Bonn for the simple 
reason that we had decided in February of 1950 against a move to 
Bonn. 

Hearings were held in May of 1950. Then came Korea in July and 
a change in the whole policy. The question was considered again in 
October of 1950 and the decision was made then to move to Bonn. 

The following spring, appropriations hearings were held when the 
Bonn construction was well under way and we did discuss it exten- 
sively, and I will say principally informally with the Appropriations 
Committee at that time and we did present to the committee the costs 
as we knew them at that time. 

Mr. Brownson. What was “that time’ 

Mr. Wo ure. It was either March or May of 1951 

Mr. Brownson. How far along was the construction program at 
that time, Mr. Wolfe? 

Mr. Wo tre. It started in early February and the construction was 
well under way, well, it was completed and moved over in November 
of 1951, so I would say in May it was well out of the ground. 

Mr. Brownson. The first time this program was discussed in detail 
did you present the unit costs, the breakdown? 
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Mr. Woxre. We had with us at all times the deutschemark budget, 
and the principal interest of the Appropriations Committee at that 
time was that we use to the maximum the deutschemarks available 
and ask for the minimum dollars to carry out our activity. That was 
the principal interest at that time, and we were advised by the Appro- 
priations Committee to do so. We had available at that time all of 
the detail known in May of 1951, but it was not, I think, made a 
matter of record. I think the totals were made a matter of record. 

Mr. Brownson. I have here a document which is dated February 
28, 1950, and which contains information which apparently was sub- 
mitted for the fiscal year 1951 appropriations. Would you look at 
that document, please, and see if that is essentially the information 
that you gave to the Appropriations Committee at that time? That 
is an extract from the bearing on foreign appropriations for 1951. 

Mr. Woure. That does not include all of it. On page 24, and this 
may include all that is in the record, but on page 24 of our budget sub- 
mission to the Congress for the fiscal year 1951 I do have here excerpts 
from that submission that would, I think, make it more complete if 
added to this. 

Mr. Brownson. If you will please let us have those excerpts. 

Mr. Wo.re. Yes. Here they are. 

(Said document containing information submitted by the Depart- 
ment of State in support of their appropriation for fiscal year 1951, 
including page 24 of the budget submission as referred to by Mr. Wolfe, 
marked “ ‘Exhibit 19,” is as follows:) 


[Excerpts from congressional submission of government for the occupied area of Germany budget, fiscal 
year 1951 (p. 24) (early March 1950)] 


; 


Exursit 19 
DouutaR Savincs THroven Us& or DEuTSCHEMARKS 


Every effort has been made to reduce the need for appropriated dollars in this 
program by making use of deutschemarks in Germany to the maximum extent 
feasible. German employees are used to the extent allowed by security con- 
siderations in custodial, clerical, administrative and technical positions throughout 
HICOG. All services and supply items which can be provided by the German 
economy are purchased with deutschemarks. Hequisitions for dollar purchases 
are limited to those essential services which cannot be obtained in Germany 
without consuming ECA dollar-purchased commodities, or German-produced 
items in such short supply that their purchase by HICOG would interfere with 
German economic recovery and thus retard the achievement of EK P objectives. 

Three basic sources of de utchemarks are available for use by HICOG in Ger- 
many: (1) occupation costs; (2) GARIOA counterpart funds; and (3) revenues from 
HICOG activities. All activities other than the ability of occupation funds is 
limited by the express policy of the three occupying powers, implemented by the 
review of the occupation cost budget by the Allied High Commission, to reduce 
occupation costs as far as possible because of their burden on the German economy. 
The deutchemarks for occupation costs are provided by the Federal Republic of 
Germany without cost to the United States, and are obtained through taxation 
in Germany. 

Public affairs deutchemark expenses are financed in 1950 from the GARIOA 
counterpart fund. It is intended that they will be financed in 1951 from a 
continuation of this fund in accordance with the proposed section 114 (h) of the 
Economic Cooperation Act of 1948, which is pending in Congress at this time. 

In addition to these sources, all fees, fines, and revenues arising from such 
HICOG activities as the operation of civil airports, issuance of travel permits, 
operation of United States courts, sale of newspapers and magazines, and rental 
of movies, are used to defray the cost of operations in these activities, and to 
reduce the need for dollar appropriations. 


Mr. Brownson. Now, Mr. Riddleberger, please proceed. 
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FURTHER STATEMENT OF JAMES W. RIDDLEBERGER, DIRECTOR, 
BUREAU OF GERMAN AFFAIRS, DEPARTMENT OF STATE 


Mr. RippLeserGer. Perhaps I should say at this point that as a 
result of the various hearings which had been held before the Ap- 
propriations Committees there is considerable legislative history 
respecting the use of GARIOA and what we call the GOA appro- 
priations. 

In fact, in earlier days we were urged to make use of such counter- 
part funds in order to reduce the dollar expenditures. The language, 
I think, of the Appropriations Act clearly authorizes that use and 
of course in one respect we followed what had been the practice of 
the Department of the Army in the days of military government. 

(At this point Congressman Meader joined the subcommittee.) 

Mr. Lanrarr. In that connection, you keep referring to the en- 
couragement you received from the Appropriations Committee to 
use counterpart funds to reduce dollar appropriations and dollar 
expenditures. That implies the use of counterpart funds for author- 
ized dollar expenditures, does it not? 

Mr. RippLeBerGer. Yes. 

Mr. Lantarr. And certainly would not seem to me that there 
would be any authority for using counterpart funds for projects 
which had not been authorized by Congress. 

Mr. RippLeBerGcer. I would say that certainly there should be 
authorized projects, but the language of certain of the appropriations 
acts, both late and early, is very wide in the latitude that it conveys. 
I think that language in some cases was desirable, particularly given 
the situation in Germany, let us say, at the end of the war where the 
immediate necessities were a reconstruction of the absolutely essential 
facilities of ordinary life and indeed the Congress appropriated large 
amounts of money to the Department of the Army for relief purposes 
in Germany. 

Mr. Lantarr. What dollar funds were appropriated in fiscal year 
1951 for housing or construction in Germany? 

Mr. Rippiesercer. [I do not know that any dollar funds were 
appropriated for that because we rested upon the authority that was 
granted to us in the Appropriations Act, which I believe I cited 
yesterday, which is to the effect that these moneys can be used for 
expenses not otherwise provided for to meet the responsibilities and 
the obligations of the United States in connection with the govern- 
ment and occupation of Germany. 

Mr. Lanrarr. In that same connection, it could very well have 
been that it was the intent of the Appropriations Committee to use 
these funds for purposes for which dollar appropriations were being 
made in Germany at that time. 

Mr. Ripp.esercer. It might have been, but we feel in that case 
that explanations were given as to the use we contemplated of these 
funds. 

Mr. Lantarr. But it was given after the program had been de- 
signed, engineered, the site selected and construction started. 

Mr. Ripp_eperGer. That is correct, but given as soon as possible 
when we came before the committee again. 
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Mr. Lantarr. Prior to coming before the committee you had 
justified your budget for fiscal year 1951 to the Bureau of the Budget 
in early 1950 or late 1949, did you not? 

Mr. Rippiesercer. Yes, but we have always had in Germany a 
certain flexibility both under the Department of the Army and under 
the Department of State in the use of certain of these funds. 

Mr. Lantarr. At the time you justified your budget to the Bureau 
of the Budget in either late 1949 or 1950, did you relate to the Bureau 
of the Budget that you were going to expend these funds for this 
extensive housing? 

Mr. RippieserGer. Oh, no, Mr. Lantaff, because yesterday after- 
noon I attempted to explain the reasons ¥ hy this decision was taken 
and the context in which it was taken. We were still operating out 
of Frankfurt in those days. Perhaps had the occupation contimued 
without the intervention of the Korean war and the decision on Ger- 
man rearmament we might have so continued. 

Mr. Lantarr. The decision to move was made in the latter part 
of December 1950; was it not? 

Mr. RippLeperGcer. Yes. 

Mr. Lantarr. And you had already appeared before the Budget 
Bureau prior to that time? 

Mr. RrppiepBercer. Yes. 

Mr. Brownson. I cannot quite get that clear. When was the 
first contact made to receive bids and preliminary plans on which 
the architectural drawings of the American housing development in 
the Bonn-Bad Godesberg area were based? 

Mr. Rippiesercer. The possibility of moving to Bonn had been 
mentioned at a very early date and immediately after the decision 
of the German Parliament to establish a government there. There 
was a period of months when we were not certain but that the German 
Government might fix its capital as Frankfurt. Obviously it would 
have been silly to have undertaken a housing project when that 
possibility still remained. After the vote of the Bundestag, the 
German Bundestag, that immediately raised the question of what we 
would do with this oce upation apparatus which had been established 
in the Office of the High Commissioner. These decisions are, I admit, 
difficult decisions, because it is not easy to do our work on the High 
Commission from a situs 100 miles distant. Therefore there had been 
consideration given to this possibility. I explained that as prefatory 
in my answer to the chairman. I do not remember precisely when 
those plans were drawn. Perhaps Mr. Wolfe does. 

Mr. Wotrer. Early in December of 1950. 

Mr. Brownson. Let me establish the chronology on this matter. 
When did the German Government decide to move the capital from 
Frankfurt to Bonn? 

Mr. RipptererGcer. The German Government decided to move 
the capital to Bonn, let me see, as a matter of fact it was there because 
the so-called Parliamentarische which is the constituent assembly 
they drew up the constitution and after the election in 1949 the Chan- 
cellor lived there. That decision was taken in either late 1949 or 
early 1950. 

Mr. Brownson. Do you have that exact date, Mr. Wolfe? 

Mr. RippLeserGcer. We can find it. I don’t know it offband. 
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Mr. Brownson. Let us pause a moment. I would like to get the 
chronology straight at this point. 

Mrs. St. Georas. The election was held in the summer of 1949? 

Mr. RippLererGcer. Yes; the result of the election was known in 
August of 1949. The coalition was formed shortly thereafter. The 
High Commission was established just after the Federal Executive 
Government was in office and the High Commission went into effect 
on September 21, 1949. 

Mr. Wotre. November 3, 1949, was the date of the Bundestag to 
move the capital to Bonn. For a few months thereafter there was a 
question as to whether that decision would stand or not. 

Mr. Brownson. We have the date of November 3, 1949, at which 
time the decision of the German Government was made to establish 
the capital at Bonn. 

Now, what was the first date at which the office of the High Com- 
missioner began to plan this American and German housing and office 
program in Bonn? 

Mr. RippLesercer. The present program? 

Mr. Brownson. The present program. 

Mr. Rippiesercer. That was December, 1950. 

Mr. Brownsow. Is it fair to say that by December, 1950, you were 
sure that the decision of the German Government would stand? Mr. 
Wolfe said there was a period of a few months after November of 1949 
when there was some question as to whether the decision of the Ger- 
man Government to move to Bonn would stand. 

Mr. Rrppiesercer. | would say that at that time it had been there 
a year and it was likely that it would stand. 

Mr. Brownson. When was the next time after December 1950, 
that a representative of the High Commissioner’s Office or a repre- 
sentative of the State Department appeared before an appropriations 
committee of the House or Senate? 

Mr. RippLeBerGeR. On this project? 

Mr. Brownson. No, just appearing. What was the next appear- 
ance after December 1950, that was “made before an appropriations 
committee of the House or the Senate discussing the general German 
project? 

Mr. Wotre. That was June 25, 1951. Oh, I am sorry, it was May 
1951. 

Mr. Brownson. May of 1951? 

Mr. Wotre. That is correct, sir. 

Mr. Brownson. At that time no specific mention was made on 
this American employees’ housing program or the German employees’ 
housing program or the office construction program in Bonn? 

Mr. RrppLtesperGcer. Only in the sense that the deutschemark 
budget was submitted. 

Mr. Brownson. The deutschemark budget was submitted but it 
had no specific details in it about this project, did it? 

Mr. Wore. Our budget had details but it was not used or printed 
in the congressional hearings and there was considerable discussion 
informally with the committee that we are moving to Bonn, we are 
— housing and we hope to move by, at that time, by October 
of 195 We had the budget prepared in considerable detail but it 
was cit printed in the hearings and very little question about it. 
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Mr. Brownson. But between December 1950, and May 1951, 
without any direct consultation with the Appropriations Committee 
of Congress, construction had been started on this project and was 
already, as has been testified, well along. 

Mr. RippLespercer. That is correct. 

Mr. Brownson. So Congress was actually informed after it was 
partly a fait accompli? 

Mr. RippLesercer. That is correct. 

Mr. Brownson. If you will proceed now. I wanted to establish 
the chronology of the dates. 

Mr. RippLesercer. | would like to insert in this chronology that 
the Korean war broke in June of 1950 and the decision on the rearma- 
ment of the Germans was taken first in New York in December of 
1950 and the decision on the type of German contribution, the so- 
called German regimental combat team was taken in Brussels in 
December of that year. I think those dates are important in explain- 
ing the decision. 

Mr. Wourr. May I correct my statement? 

Mr. Brownson. Yes, you may. 

Mr. Wourr. On May 2, 1951, I have an extract here, the Budget 
Officer of the State Department appeared before the subcommittee 
on Appropriations that normally hears the salaries and expenses. I 
was not present at that hearing, but there is an excerpt here that with 
your permission I would like to present for the record of the hearings 
and the mention of the housing program at that time. Those excerpts 
from the actual hearings are of May 1951. 

Mr. Brownson. This concerns Senate hearings dated May 2, 1951, 
before the subcommittee of the Committee on Appropriations of the 
82d Congress, Ist session, for the fiscal year 1952, is that correct? 
Without objection these excerpts will be included in the record at 
this point. 

(The matter referred to follows:) 


Exnuisit 20 


{Extracts from hearings before the Senate Subcommittee of the Committee on Appropriations (82d Cong., 
lst sess.) fiscal year 1952, May 2, 1951] 


On pages 836, 837, 838, there is discussion of the construction at Bonn, its cost 
and use of counterpart funds for this purpose. 

On page 872, there appears a letter dated May 29, 1951, from Mr. Wilber, 
Budget Officer, State Department to the chairman as quoted below: 

“In connection with the questions raised by Senator Ferguson during the cur- 
rent. hearings regarding the construction project at Bonn, Germany, concerning 
the moving of High Commission offices from Frankfurt to Bonn, I felt you would 
wish to have the following information: 

‘Tt is estimated that the cost of construction for this project will be 65 million 
deutschemarks. At the current rate of exchange, this is the equivalent of ap- 
proximately $15 million. The construction will consist of office buildings, apart- 
ment houses, and a few individual residences for key officials. Housing facilities 
in and around Bonn, a small university town, have already become heavily over- 
taxed since Bonn was designated the capital of the German Federal Republic and 
the seat of the Allied High Commission. It would be impossible, under these 
circumstances, to find adequate office space and housing for the staff required to 
discharge successfully American responsibilities in Germany, a country which is 
of critical importance to American interests. 

“The cost of construction will be paid from counterpart funds. As with other 
countries reeeiving ECA assistance, an agreement was reached with the German 
Federal Republic whereby the Federal Republic would deposit into special coun- 
terpart accounts deutschemarks equivalent to the dollar value of ECA assistance 
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received. These counterpart funds are available in part for administrative ex- 
penses of United States agencies, and in part for economic rehabilitation projects. 
Section 114 (i) of the Economie Cooperation Act of 1948, as amended by the 
Economic Cooperation Act of 1950, provided that counterpart funds in amounts 
to be agreed upon by the Seer a ury of State and the Economie Cooperation Ad- 
ministrator, shall be available for carrying out the purposes of the occupation. 
Counterpart funds under this eel have been made available to the United 
States High Commissioner and have been used by him for administrative expenses 

al aid to Berlin. These funds 


of the German public affairs program and for speci: 
ition of land and construction of the necessary buildings 


will be used for the aeq 
in Bonn. The title to the land and buildings will rest with the United States. 
‘The additional information requested by Senator Ferguson regarding the 
number of apartments and the amount of office space to be provided is presently 
being determined and will be submitted for the record. 
**Sineerely yours, 





“Epwarp B. Wiiper, Budget Officer.” 


Mr. Brownson. What was the status of the Bonn project then? 
Has it all been completed? 

Mr. Wotrs. It was well under way but not completed. The con- 
struction of the apartment was completed, we began the move Novem- 
ber 5, and I would say the apartments were completed about the Ist 
of December. There was still a lot of road work and facilities and 
things of that sort to be completed, but the apartments themselves 
were completed by the Ist of December 1951. 

Mr. Brownson. When was the project at Frankfurt built? 

Mr. Wotre. That was built during the calendar year 1950. 

Mr. Brownson. Almost exactly coincidental with the completion 
of the United States construction at Frankfurt in December 1950, 
vou began drawing plans for another United States housing project 
in Bonn; is that correct? 

Mr. Wo.rs. That is correct, sir. 

Mr. Hotrzman. The Korean war had already broken out at that 
time. 

Mr. RirppieperGcer. Yes, in June of 1950. 

Mr. Wotre. The project plans were started in January of 1949 or 
1950. 

Mr. Brownson. In the General Accounting Office report on 
American housing and office construction for Germany at Bonn-Bad 
Godesberg, Germany, -we find on page 5 in the last paragraph the 
following statement [reading]: 

It is noted that the establishment of the German capital at Bonn occurred «after 
lans had been made for the construction of American housing in Frankfurt. 
‘he advisability of moving HICOG to Bonn was considered and rejected in 
February 1950, before the Frankfurt construction was begun. 

Is that correct so far as you know, Mr. Riddleberger? 

Mr. RippLeBerGER. Yes, sir; that is correct. 

Mr. Wotre. That is not correct. The construction in Frankfurt 
was started after the capital had voted to establish in Bonn, that is 
correct, but the Frankfurt project was started before the decision was 
taken rejecting the move of the United States headquarters to Bonn. 

Mr. Brownson. We will have you on the stand in just a moment, 
Mr. Wolfe. I would like to get Mr. Riddleberger’s viewpoint. 

Mr. RippLeserGer. | was addressing myself to the second sentence 
first of the quotation that you made. This question of where we 
situated was obviously a difficult one for us and naturally considera- 
tion was given to where we should move our headquarters should the 
capital be in Bonn even before the vote was taken by the Bundestag. 
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A number of us, and I was there at the time, were in favor of trying 
to do it from the capital of the former bizonal area, which was the 
two zones, the British and American. The reason for that was obvious. 
We had already an organization established in Frankfurt because of 
the fact that we had permitted this economic unity of the United 
Kingdom and the United States Zones. We had transferred from 
Berlin slowly and over a period of time the necessary personnel and 
military government to Frankfurt connected with this work. Likewise 
during the blockade we made certain other shifts, so we had in Frank- 
furt a certain establishment, crowded, but a going affair, and we had 
requisitioned the I. G. Farben Hoch Haus in Frankfurt which gave 
us sufficient office space, and also for a number of British offices who 
had been connected with the bizonal apparatus. Then came the vote. 

Mrs. Sr. Gzoran. It says in this report of the General Accounting 
Office on page 5 [reading]: 

It is noted that the establishment of the German capitol at Bonn occurred after 
plans had been made for the construction of American housing in Frankfurt. 

I think it is important to know whether that housing project in 
Frankfurt was continued after the vote and after the knowledge had 
been received that the capital was to be transferred to Bonn. 

Mr. RippLesercer. Yes, because a decision had been taken to 
remain in Frankfurt. 

Mrs. St. Georae. In other words, you went right ahead with the 
housing in Frankfurt although it was an established fact that the 
capital would be in Bonn? 

Mr. RippLeserGcer. And we arranged that because transportation 
was difficult. The High Commissioner and his principal advisers 
made the trip every week to Bonn. The committee members made 
it, the important committees were the political affairs, the economic 
committee, the finance committee, and the legal committee. We 
made this run of 100 miles between Frankfurt and Bonn. The reasons 
for that were, of course, that it was much cheaper for us to stay in 
Frankfurt. 

Mr. Brownson. In justification of the High Commissioner’s case 
there will be inserted in the record pertinent documents from the 
HICOG report pertaining to the history and planning of the construc- 
tion program together with a chronology to be prepared by the 
subcommittee staff. 

(This material marked ‘Exhibits 9A-9E” may be found on pp. 
48-65.) 

Mr. Lantarr. In connection with this Frankfurt housing, what 
was the total amount of deutschemarks or the equivalent in dollars 
that were spent? 

Mr. Rippiesercer. On the Frankfurt project? 

Mr. Lanrarr. Yes. 

Mr. Woure. Twenty-seven million deutschemarks. 

Mr. Lanvarr. And in dollars, that is what? 

Mr. RippLeserGer. Approximately $6,500,000. 

Mr. Lanrarr. How was that financed? 

Mr. RippLeserGcer. The same way. 

Mr. Lantarr. Out of the counterpart funds? 

Mr. Ripptesercer. Yes. 
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Mr. Lanrarr. Was any justification made of the use of the counter- 
part funds and the financing of the Frankfurt housing made before the 
Appropriations Committee? 

Mr. RippienerGer. | presume it was discusses at the same time 
the deutschemark budget was discussed. 

Mr. Lantarr. Do you know whether it was? 

Mr. Ripptepercer. I myself do not have personal knowledge of it? 

Mr. Lantrarr. With reference to the Frankfurt housing and the 
other facilities constructed in Frankfurt, how was that disposed of? 

Mr. Ripp.eBerGcer. That was very easily disposed of because you 
may recall the decision was taken to send two additional American 
divisions to Europe and of course the Army had to come back to 
Frankfurt and that housing was more than welcomed. 

Mr, Lanvarr. Was that turned over to the Army then? 

Mr. Ripp.Lesercer, It is utilized principally by the Army. There 
may be a few remnants of other agencies also there. We have a con- 
sulate general in Frankfurt. 

Mr. Lanvrarr. Was there any formal transfer of these buildings to 
the Army? 

Mr. Ripp.eserGcer. Well, you see we have always had to shift 
property around in Germany. For example, in the early days we 
lived primarily in the requisitioned houses and the Army did the 
requisitioning. Subsequently in Frankfurt we actually utilized build- 
ings that had been requisitioned by the Army and in some cases im- 
proved or repaired by them and we attempt to make the best possible 
use of the property, and we also attempt to avoid, wherever possible, 
additional requisitioning of German housing. 

Mr. Lanvarr. This property in Frankfurt is carried on the records 
of HICOG, is it not? 

Mr. RippLeserGcer. Yes; but we try to help the Army all we can. 

Mr. Lantarr. What I am wondering about is who provides the 
maintenance of these facilities? 

Mr. RippLespercer. I cannot answer that. I don’t know the 
exact arrangement. 

Mr. Lanrarr. There has never been any fund exchange between 
HICOG and the Army in taking over these facilities? 

Mr. Ripp_epercer. I am not aware of the exact details. Per- 
haps Mr. Wolfe can later answer that. I do not know now. 

Mr. Brownson. Do you have a further statement which you wish 
to make, Mr. Riddleberger? 

Mr. RippiteserGer. | think I have mentioned the principal points 
which we had in mind. 

Yes; I would like to say perhaps that in this project at Bonn I 
think that it does stand out to an unusual degree for two reasons. 
In the first place it is concentrated and in the second place it is new 
building. This, from our point of view, is not the ideal situation. 
It would be better in many respects if we could disperse the personnel 
throughout the city as is done in the case of Paris, France. I person- 
ally do not like it as a good thing. On the other hand, I think we 
were faced with circumstances that made it impossible for us to go 
out and collect various bits and pieces of land and houses and do as 
is done in many other cities. Therefore the Bonn project creates an 
impression of being something that is entirely different, and indeed 
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extraordinary in the sense that it does not compare with other estab- 
lishments. I doubt if that is the case if you take the total holdings 
of our property in other important capitals. I mean that it does 
stand out. 

Mr. Brownson. You feel that the Bonn project is less defensible 
than some of your other building programs? 

Mr. Rippiespercer. I think it is more unfortunate rather than 
defensible because of the dispersion. 

Mr. Brownson. Do you believe that this concentration of people 
tends to eliminate their normal daily contacts they would otherwise 
njoy with the people in the country where they serve? Doesn’t this 
vitiate their effectiveness to a certain extent? 

Mr. Rippitesercer. | think to a certain extent; yes, because you 
have a concentration in the form of an American colony which I 
personally would deplore. I doubt very much if it would have been 
possible to have done it in a more dispersed fashion. 

Mr. Brownson. Why? 

Mr. RippLesercer. For the simple reason we had to do this fast 
and jt would have been impossible to go around to Bonn or the Bonn- 
Bad Godesberg Mehlem area and construct in a short period of time 
necessary housing. I would say in comparison with what may be 
found in a large and important embassy, this is not unusual, but it is 
concentrated and is very obvious. Of course we are faced with a 
somewhat different situation in occupations than we are in a normal 
embassy. The duties and responsibilities of the High Commissioner’s 
staff are much more far reaching. We exercise powers of course which 
no embassy in the normal diplomatic intercourse ever exercises, and 
for that reason we were compelled to call upon a number of persons 
from the outside to carry out the duties. 

The High Commission staff in effect is not strictly comparable to 
the staff or a normal embassy. A normal embassy, for example, 
never vetoes legislation. It has no such power. It does not run 
courts. It does not run six airports as we do in Germany today. 
Consequently the kind of staff we had to develop bears very small 
relationship in many respects to a normal embassy. These are duties 
that were imposed upon us by the occupation statute agreement 
entered into by the three powers and under the reserve powers of 
that statute. 

Mr. Brownson. Did you ever pass on these plans for the Bonn-Bad 
Godesberg area projects? 

Mr. RippieserGer. No, I did not. It so happened that I had 
left Germany by that time and was temporarily off German affairs. 

Mr. Brownson. It seems that the isolation of American personnel 
was not only complete because they were in a large block but also 
because they had their own theaters and church and other facilities 
provided which would tend to remove them from association with 
the German people whom we are attempting to teach the values 
of democratic life. 

Mr. Ripp.epercer. I feel that it is a very valid point and I feel 
so strongly on that that I took that question up with Mr. McCloy in 
Washington earlier in the week. He suggested I do see a few Con- 
gressmen about some of these other facilities. Mr. McCloy never 
liked the concentration and I never liked the concentration, to be 
perfectly frank about it. Mr. McCloy attempted to stimulate con- 
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tact between the Americans and Germans. We realized that this 
type of project does not necessarily help in that. 

On the other hand I must say that I do not think it hinders in the 
sense that Germans are reluctant to come in. We certainly see 
Germans in the apartment houses. I certainly did. Mr. McCloy 
placed great stress on learning German on the part of the officials of 
HICOG. That is one thing which of course was no difficulty for a 
person like myself but it was more difficult for a person who comes 
there for just a few years. 

On the recreational side he asked me to say that if we had not 
done something of that sort of course we would have had to come 
out and requisition and that would have been an additional strain 
on the housing situation in Bonn. 

Mr. Wolfe, I think, will explain to you a little later the arrange- 
ments we have made for German participation in the various recrea- 
tional facilities which were developed there. I should say one thing 
else, that where we live of course is not in a city. It is, roughly 
speaking, divided between Bad Godesberg and Mehlem, several miles 
out of the even smaller city of Bonn. We had to prepare the land, 
for example, in building the houses. 

Mr. Brownson. If Mr. McCloy didn’t like the program and he 
was the High Commissioner, who sold the program? 

Mr. RippieperGcer. I didn’t say he liked it because he accepted 
it and approved it. A number of us were in the same position. 
None of us liked the concentration. 

Mr. Brownson. I still have not got it in my mind exactly why 
you had to resort to this concentration which seems to be distasteful 
to Mr. McCloy and many other people. 

Mr. RippLeserGer. Yes; and he made the decision after great soul 
searching, but there was one fact that became obvious by the end of 
1950 and that was that it was going to be impossible to conduct these 
most complicated negotiations on German rearmament with our 
headquarters in Frankfurt, and, therefore, I am certain, with some 
reluctance, that he agreed to a program which, on the concentration 
side, we do not ordinarily prefer. 

Mrs. Sr. Grorae. I think you have explained very clearly and 
well the difference between occupation and the High Commissioner’s 
office and anembassy. Don’t you believe that an embassy would have 
far fewer employees than this occupational setup? 

Mr. Ripp.eserGcer. An embassy normally would, Mrs. St. George, 
because we run no courts and carry on no airports. 

Mrs. Sr: Grorece. Therefore, this housing project is certainly 
larger than any thing that would be utilized by a normal embassy? 

Mr. Ripp.eserGer. I know of no embassy that compares to this, 
because I know of no embassy where the functions are so enlarged as 
they are in the High Commission. 

Mr. Houraman. Is it your statement that because of the great 
concentration, people might get the impression that there is more to it 
than actually exists? 

Mr. RippLeserGer. There is more to it than exists in comparison 
with a housing development, let us say, that we had built in-——— 

Mr. Hourzman. If it had been dispersed? 

Mr. RippLeBerGer. Yes. 
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Mr. Hourzman. If these living rooms were half the size, would 
your statement still be the same? 

Mr. Rrppierercer. I think it would still stick out because it 
would be together. 

Mr. Hotrzman. It would be just about half the size and create 
half the impression. 

Mr. Rippierercer. But concentration would still be there and 
I think it still would be referred to as “Little America” or ‘West- 
chester on the Rhine” or the other adjectives used in that connection, 
and because you house as many people as we had at Bonn it does 
require a certain amount of space. 

Mr. Brownson. Does the type of acrhitecture of this program fit 
in harmoniously with the architecture of the Bonn-Bad Godesberg 
area which is quite a cultural and traditional center in Germany? 

Mr. Ripp.erercer. As I may have mentioned before, I spent a 
great deal of my adult life in Germany. I would say on the archi- 
tectural side that it fits in very well, the type of apartments and even 
the principal officers’ houses, [ think pictures are given of the various 
units. I was a trifle startled when I first looked at the housing project 
for Germans but then I remembered that perhaps the first steps in 
that type of architecture had been taken in Berlin between the two 
world wars in the so-called Columbus House which is one of the first 
of the great buildings with the enormous glass exposure. 

Mr. Meaper. Mr. Chairman, passing the legality of this expendi- 
ture, don’t you think as a matter of policy that it would be desirable 
for Congress to know about construction of this magnitude prior to 
its being undertaken? 

Mr. RippLesercer. I do, and perhaps I should say that I feel that 
is true not only in questions of this character but in other matters. I 
think that we can take a certain pride in the Bureau of German 
Affairs, in our attempt to consult the various committees, not only on 
such things as housing, but also on the developments, as they arise and 
as they may be of interest to Congress. 

In the past 4 or 5 weeks I have been before various committees on 
various subjects. I feel that we should do that and it seems to me 
that the time has now arrived, certainly in respect to the German 
operation, when we can consult. My inclination today would be to 
advise the Secretary of State in connection with the consular building 
program, either to receive Congressional approval or to have adequate 
consultation and clearance before that is begun. 

Mr. Meaver. Who is Mr. Lightner? 

Mr. Ripptesercer. He was my deputy in Frankfurt in HICOG. 
He is not my successor but as deputy he is chief of the Political Affairs 
Division in Frankfurt. He was subsequently transferred to Korea, I 
believe, as counsellor. 

Mr. Meaper. He was political adviser to the High Commissioner? 

Mr. RippieserGer. No, Mr. Reber succeeded me, and Mr. Light- 
ner was his deputy. 

Mr. Meaper. I want to read one paragraph from a memorandum 
which was put in the record, a memorandum from Mr. Wolfe dated 
November 14, 1950, and I want to read this paragraph and ask for 
your comment. It is at the top of page 22 of the HICOG construction 
program and is as follows [reading]: 
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Mr. Lightner expressed complete approval of the recommendation to transfer 
to Bonn and stated that he felt our present influence wich the German Govern- 
ment was due to Mr. MecCloy’s personality and the strength of the United States, 
rather than to the geographical position of the headquarters in Frankfurt. 
Colonel Gerhardt—; 


By the way, who is Colonel Gerhardt? 

Mr. Ripptesercer. He was a personal assistant to Mr. McCloy. 
Colonel Gerhardt had been employed in OMGUS which was the 
Office of Military Government of the United States, with the general 
grade and had a considerable background on the occupation. 

Mr. Meaper. What is his first name? 

Mr. RippieperGer. H. Allen Gerhardt. 

Mr. Meaper. To continue, it stated [reading]: 

Colonel Gerhardt questioned the possibility of using FBO funds for construction 
in Bonn, and Mr. Wolfe pointed out that the total worldwide FBO budget this 
year was only $24 million and that he doubted whether an approach to Congress 
for additional funds for building at Bonn would be favorably considered. Colonel 
Gerhardt then recommended that minimum construction necessary to house and 
office the permanent United States organization in Bonn be started at once, but 


that the transfer of personnel to Bonn should not be carried out on a piecemeal 
basis. 


Now, my question is this, Mr. Riddleberger, is the reason this was 
not brought to the attention of Congress the reason given by Mr. 
Wolfe, that he doubted that Congress would approve of it? 

Mr. Rippitepercer. | doubt that. 

Mr. Meaper. It implies rather strongly that he didn’t believe 
Congress would be favorable to a construction project of this size 
costing $16 million when the whole worldwide budget for building 
programs of the State Department was only $24 million. 

Mr. RippiteperGer. I doubt that. It might have led to some 
delay. Of course, we were faced with what we thought was the 
necessity of doing this rapidly. 

Mr. Meaper. It would certainly lead any lay reader to believe 
that this was engaged in in this fashion with your so-called flexibility 
because you knew C ongress would turn it down if you went to them. 

Mr. Ripptesercer. | think the reference was made to FBO funds, 
While, of course, the entire housing problem in Germany goes so far 
beyond any problems that we may have in other positions or posts 
that it is hardly possible to compare them. 

Mr. Mrapgr. Would you concur with Mr. Wolfe that if this 
project had been presented to the Congress it probably would not have 
been approved? 

Mr. RippiererGer. I don’t know that I would concur with that. 
I think it is likely that the committees of Congress would have said 
or would have made certain definite suggestions on it. I think, 
properly presented and the reasons explained, the attempt to get 
Germany as an ally, that Congress would have been eminently reason- 
able on it. 

Mr. Meaper. Do you think that Congress would have been in- 
clined to a little austerity in the type of construction? 

Mr. RippLeserGer. | do. 

Mr. Hotrzman. Mr. Riddleberger, you have indicated that you 
first discussed in an informal fashion this plan with the Appropria- 
tions Committee in 1951; is that correct? 

Mr. RippieserGer. That is correct. 
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Mr. Hourzman. This memorandum which Congressman Meader 
just read to you is dated November 14, 1950; is that correct? 

Mr. Ripptesercer. Yes. What page is that on? 

Mr. HoutrzMan. Page 21 and 22. 

Mr. Ripptesercer. Yes; November 14, 1950. 

Mr. Hoitzman. So that Mr. Wolfe knew a considerable time before 
he even attempted to discuss this plan with the Appropriations Com- 
mittee or had reason to believe or suspected that this Congress would 
not go along with so large a plan; is that correct? 

Mr. RrppLepercer. | do not agree that that is necessarily correct. 
That is my opinion. 

Mr. Hottzman. What would you say is the situation? 

Mr. Ripp.tespercer. That is my opinion. 

Mr. Hoxtrzman. No further questions. 

Mrs. St. Gsorce. Mr. Chairman, while we are talking about this 
same memorandum, it may give an entirely false impression, and I am 
willing to agree that it does, the final sentence also leads one to the 
same general feeling, that there was grave doubt that this project 
would be approved. 

It went on to say [reading]: 

Mr. McCloy reserved his decision on the study for further attention and stressed 
the need for not allowing this decision to leak out to unauthorized persons until 
decision had been arrived at. 


I wonder after reading this sentence here, Mr. Meader, whether 
those unauthorized persons were the Congress. 

Mr. RippLeserGeR. Would you look at the next page, Mrs. St. 
George, the next page following the last paragraph? 


Mrs. Sr. Groree. Yes. I see that. Of course, we realize that 
afterward the decision was come to and the thing was finally put 
through, but it was not put through after consultation with Congress. 

Mr. RippieserGcer. Only later. 

Mrs. Sr. Grorcs. And only after it was well under way. 

Mr. RippLeserGerR. That is correct. In our opinion, as a result 
of the exigencies of the situation, I would like to add that. 

Mr. Meaper. In that memorandum you referred to the SPD. 
What is that? 

Mr. Rippiesercer. That is the Socialische Partei Deutschlands, 
the Socialist Party of Germany. 

Mr. Brownson. What was your period of service in Bonn, Mr. 
Riddleberger? 

Mr. Rippiesercer. I was one of those who was a commuter 
between Frankfurt and Bonn. 

Mr. Brownson. In the High Commission? 

Mr. Rippiesercer. Well, when Mr. McCloy became a military 
governor first in the summer of 1949, and then I stayed with him 
about a year until the summer of 1950, at which point I was trans- 
ferred. I had served 2 years with General Clay between 1947 to 1949. 

Mr. Brownson. And your official position at that time was what? 

Mr. Rippiesercer. I first went to OMGUS, the Office of Military 
Government of the United States, as Director of the Bureau of Political 
Affairs; and, when Ambassador Murphy was called back to Wash- 
ington in 1949 with the Department of State, when the Department of 
State took over from the Department of the Army, I became political 
adviser to Mr. McCloy. 
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Mr. Brownson. Did you have quite a lot of contact with public 
relations, with that section? 

Mr. Ripp_eserGer. Yes; I should say we had daily contact with 
the Public Affairs Section. We enjoyed, I hope, a mutual confidence, 
and they worked very closely with us because it was important to 
them that they know what the political background was. 

Mr. Brownson. Who was the chief public-relations officer at the 
time you were there? 

Mr. Rippiepercer. The first was Mr. Ralph Nicholson, succeeded 
by Shepard Stone later. 

Mr. Brownson. That was the same Mr. Shepard Stone now 
with the Ford Foundation? 

Mr. RippLeserGer. That is the one. 

Mr. Brownson. The reason I asked that was that I was curious 
about a statement on page 22 of the HICOG construction program 
where it states in the third paragraph [reading]: 

Mr. Stone expressed approval of a transfer to Bonn and was not too much 
worried about the residual and phase-out operations which would remain in 
Frankfurt following such a move, or that some of the public-affairs activities 
would have to remain in Frankfurt. He stressed his hope that funds for the 
construction at Bonn would not come exclusively from public-affairs DM budget. 


I presume that DM means the deutschemarks. 

Mr. RippLeserGer. Yes. 

Mr. Brownson. What does he mean by the public-affairs deutsche 
mark budget? 

Mr. RippLesercer. I can explain that. The first sentence relates 
to the fact that the public-affairs operations included such publications 


as Die Neue Zeitung, Der Monat, and the running of such radio 
stations as RIAS. Obviously Bonn was not the best choice, because 
they have the problem of editing and proofreading, and so forth. 
Mr. Stone thought perhaps he could arrange it by leaving perhaps 
part of his division behind because his operation extends throughout 
large parts of Germany. He was responsible for the Amerika Hauser, 
a publication to which I have referred, the radio stations, and the 
exchange program, and so forth. Since this was concentrated pri- 
marily in the American zone following the earlier policies of General 
Clay on public affairs, this move presented certain distinct problems 
to Mr. Stone. 

The second sentence of that quotation is self-evident. He didn’t 
want his deutschemark budget cut too much to pay for this project. 

Mr. Brownson. Do you have any idea what his deutschemark 
budget was at the time? 

Mr. RippieserGer. At that time, I don’t know. I suppose we 
can find it. 

Mr. Brownson. That second sentence implied to me that the 
deutschemark budget for the Public Affairs Section was such that it 
would be possible to get $16,700,000 out of it. 

Mr. RippLesercer. I don’t think it necessarily means that. 
But 1 think he did not want it to come from his budget entirely. 

Mr. Brownson. Who determined the public-affairs policy at that 
time? Was it a result of consultations between the Political Affairs 
Section and the High Commissioner’s office? 

Mr. Rippitesercer. Constant, daily, and sometimes hourly con- 
sultations. In the entire tenure that I served in Germany with 
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Mr. McCloy, we had nothing but the closest relationship and the 
best cooperation from Mr. Nicholson and Mr. Stone. It was decided 
very early in the first days of the High Commission that Public 
Affairs would be given a status comparable to that of my own office, 
that is, one of the principal advisers to Mr. McCloy. I have never 
had any complaint with that decision so far as my tenure was con- 
cerned. ’ 

Mr. Brownson. Was the budget submitted as a Public Affairs 
budget, or was it included in a so-called confidential or secret budget 
of the High Commissioner? 

Mr. RippieperGcer. | think it was a dollar and a deutschemark 
aspect to it. 

Mr. Brownson. I thought he was afraid that somebody would take 
$16,500,000 out of the budget. 

Mr. Rippiesercer. I see. 

Mr. Meaper. Mr. Riddleberger, is this the only case in which the 
so-called flexibility was employed to undertake construction without 
approval of Congress? 

Mr. RippLesercer. Let me think, Mr. Meader. No, I would say 
not, because to answer that question I would have to investigate the 
use of counterpart funds for any housing projects in Germany, includ- 
ing Berlin. 

Mr. Meaper. Could you supply a list of other construction projects 
similar to the Bonn construction project and undertaken in this 
fashion without the approval of Congress? 

Mr. Rippiesercer. Perhaps to make my answer more compre- 
hensive I should ask you one question. Are you referring to housing 
for the High Commissioner, for HICOG or to German housing as 
well? Because conterpart funds were and have gone to German 
housing in high degree. That was one of the great uses that we made 
of them; to answer your question fully, we would have to review the 
entire counterpart program perhaps after going through GARIOA 
accounts under the military government. 

Mr. Meaper. | am thinking of the programs like this one where 
there is housing for United States personnel and the title being in the 
United States Government. 

Mr. Ripp.esercer. Yes, and Frankfurt housing development and 
the contemplated but not yet approved plans for the consulate pre- 
sented for the so-called Amerika hauser, American housing in Ger- 
many. 

Mr. Meapver. Do I understand that this same practice of not pre- 
senting these programs to Congress is going on at the present time? 

Mr. Rrpptesercer. Oh, I am afraid that that is not the case 
because only recently I have appeared at some length before a com- 
mittee to explain this, at which point it was agreed that we would go 
back to the Budget Bureau and obtain its approval before this pro- 
gram was approved. I believe just a short time ago in response to 
another question, I indicated my personal feeling on this, that I was 
not inclined to recommend to the Secretary of State that we proceed 
with this project until some form of congressional approval had been 
obtained. 

Mr. Merapver. Has there been any change in the legal procedure 
which now compels the presentation of these programs to Congress 
prior to undertaking them? 
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Mr. RippieserGer. Oh, yes. In the testimony given yesterday 
by Mr. Murphy he referred to the amendment that was enacted 
which will mean in effect that the deutschemark budget will be put on 
a par with the dollar budget and require congressional approval, and 
indeed the estimate that we have submitted to the Bureau of the 
Budget was exactly that. 

Mr. Meaper. What was done with reference to the Bonn housing 
project that we have been talking about is no longer possible, in your 
opinion? 

Mr. RippLesperGer. It will no longer be possible after July 1 of 
this year. I assume it is still legally possible today. To be fully 
responsive to your question, I have attempted to explain what my 
attitude would be given the existing situation, irrespective of the 
immediate legal requirements that are placed upon us. 

Mr. Meapver. That is all. 

Mr. Brownson. I notice on the top of page 21, or rather in the 
last paragraph, a reference to Mr. Buttenwieser. Who is Mr. 
Buttenweiser? 

Mr. RippLeserGeErR. He was the Assistant High Commissioner to 
Mr. McCloy from late 1949 until last year, I guess. 

Mr. Brownson. It states in that last paragraph on page 21 
[reading]: 

Mr. Buttenwieser reviewed the alternate possibilities and came to the conclu- 
sion that there was really no choice but a transfer to Bonn. He stressed the 
importance of personal contact with the Germans, which is largely precluded to 
the top HICOG people because of the necessity of travel back and forth from 
Frankfurt to Bonn. He stated that if conditions would change to the point 
that it would be possible to move the capitol of a unified Germany to Berlin, that 
such a unification would represent such a political victory that necessary invest- 
ments for construction in Bonn could be justified. 

In other words, in November 1950, there were a lot of people who 
did feel that this move to Bonn was an essential move? 

Mr. Ripp_eperGcer. Oh, yes, Mr. Chairman, from what I knew 
later on, this move was discussed ad infinitum as to what was the best 
thing to do. 

Mr. Brownson. But although this was being promoted and being 
encouraged by many people who were close to the situation and 
although memoranda were being written on the subject by Mr. Wolfe 
to Mr. Met ‘loy and there was this wide discussion all during this 
period there was no attempt to contact Congress and establish a 
definite supplemental appropriation justification for this purpose? 

Mr. RippLEBERGER. No. 

Mr. Brownson. Although, if I remember correctly, Congress was 
meeting very shortly thereafter in the emergency session called in 
the latter part of 1950 by President Truman. 

Mr. RippLeserGer. Yes. 

Mr. Brownson. There was no attempt to pin down this authoriza- 
tion? 

Mr. RippLeserGcer. No, we assumed we had authority and par- 
ticularly given the legislation through GARIOA and GOA. This pro- 
gram is dated November 14, 1950. I make that statement with 
reference to a question on the part of Mrs. St. George. The Brussels 
Conference was not until December of 1950. 

Mr. Brownson. Did the decision that was reached at the Brussels 
Conference affect you? 
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Mr. RrppLeserGer. It was the decision of the three Foreign Min- 
isters that German rearmament up to the level of a regimental combat 
team would be approved. And immediately we went into negotiations 
on that subject, including the so-called Petersburg negotiations. 

Following that, in February of 1951, the French Government which 
had an alternative convoked the conference in Paris on what is now 
called the European Defense Army, EDC. Those negotiations con- 
tinued from February 1951 to May 1952. When the treaties were 
signed in Paris the European army treaties, the contractual agree- 
ments were signed on the preceding day. So from the time of the 
Brussels decision until May of 1952 Mr. McCloy and a number of his 
collaborators were engaged in the most complex, difficult negotiations 
which are now incorporated in the four documents which we now refer 
to as the contractual agreement and I am happy ot say, ratified by 
the German Bundestag at its third reading yesterday. 

Mr. Brownson. Thank you very much, Mr. Riddleberger, for 
your cooperation. We appreciate your testimony very much. 

Now we would like to have Mr. Glenn Wolfe, as our witness. 

Mr. RrppiteserGer. Thank you, Mr. Chairman. 


FURTHER TESTIMONY OF GLENN G. WOLFE, EXECUTIVE DIRECTOR 
OFFICE OF THE UNITED STATES HIGH COMMISSIONER FOR 
GERMANY; ACCOMPANIED BY FRANK HEFNER, EXECUTIVE 
DIRECTOR, BUREAU OF GERMAN AFFAIRS, DEPARTMENT OF 
STATE 


Mr. Wotrer. Mr. Chairman, I have with me Mr. Frank Hefner, 
Executive Director of the Bureau of German Affairs, Department of 
State. 

Mr. Brownson. Yes. You have been sworn previously, Mr. 
Wolfe? 

Mr. Wotre. Yes. 

Mr. Brownson. Mr. Hefner, do you swear to tell the truth, the 
whole truth, and nothing but the truth, so help you God? 

Mr. Herner. I do. 

Mr. Brownson. Mr. Wolfe, Mr. Riddleberger was very helpful in 
giving the background of his experience in this field. I wonder if 
you would briefly outline your career for the record. 

Mr. Woure. Yes. I joined the United States Government service 
in 1932 serving in West Virginia in the Forest Service. 

I later transferred to Washington, D. C., as the budget officer of 
region 7 of the Forest Service. 

I later transferred to the office of the Director of Civilian Conserva- 
tion Corps of the Department of Agriculture where I was budget and 
finance officer. I stayed with them in that work until the war. 

During the war I was commissioned in the Air Force. I was in 
the Air Force until 1945. 

I joined the Bureau of the Budget immediately thereafter as a 
budget examiner. 

A year later | went with the War Assets Administration as Assistant 
Deputy Administrator. 

In 1947 I joined the Foreign Service. 

My posts in the Foreign Service have been Rio; I was brought 
back from Rio in 1948 and was sent to Greece to consolidate adminis- 
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trative and management activities between the mission to Greece 
and the Embassy. 

After completion of that assignment I was sent to Korea to assist 
in the takeover by the State Department from the Army in 1948. 

I came back to the States where I served in the office of the Director 
of Foreign Service for a short period of time. 

I was sent to Germany just preceding Mr. McCloy, about a month. 
Mr. McCloy appointed me as director of administration in July 1949. 
I held that post until about a year ago when | was appointed Execu- 
tive Director. 

Mr. Brownson. Thank you very much. Mr. Wolfe, do you have 
a statement which you wish to make or would you wish to develop 
this along the same area? 

My suggestion is that we might talk aleng the first area that was 
discussed in the hearing yesterday, and that is the area of the non- 
appropriated funds which are available to Germany, from your 
viewpoint. 

Mr. Wotre. All right, sir. I do not have a prepared statement. 
[ will certainly follow the suggestion of the chairman. I would like 
to have the opportunity to bring out a number of points on the 
General Accounting Office report if | may. 

Mr. Brownson. I intend to give you a full opportunity to bring 
out all the points which you may desire to add to this hearing, Mr. 
Wolfe. 

Mr. Wo tre. Thank you, sir. The sources of local currency in 
Germany are several. Please pardon me if I get into a bit of history 
here, and before I do start [ want to particularly thank this com- 
mittee for bringing this subject up. This has been a source of con- 
tinuous, what I consider misinformation since we started, and I 
think this is my first opportunity to see that the whole question of 
the construction or move to Bonn is treated impartially. 

I would also like to say that within the extreme time limits given 
to the General Accounting Office team of Paris who were sent to 
Bonn, I think they did an excellent job. I think they were very 
cooperative. They were after the facts. And they had an impos- 
sible timetable to meet. We were in the middle of preparing the 
report at the time and they were very helpful to us. There were 
mistakes made and | think the bigggest mistakes were made after 
their report was received in Washington. 

Coming back to your question, Mr. Chairman, the sources of local 
currencies in Germany are several. In 1949 when the State Depart- 
ment took over in Germany local expenses were financed either from 
GARIOA counterpart, from occupation costs, or from revenues. | 
think that covers the local currency available in Germany. 

The GARIOA counterpart derived again from the old so-called 
GARIOA appropriation meaning Government and Relief in Occupied 
Areas of Germany, where dollars were appropriated for goods pur- 
chased in the United States because Germany had no dollars. It was 
a forerunner, if you will, of the ECA program as such. The only 
difference in the collection of counterpart was as follows. Let us take 
a simple example. $100,000 worth of wheat was shipped to Germany. 
It was paid for from appropriated dollars. The German Government, 
or those acting at that time, the bizonal council, were required to 
deposit the deutschemarks, but from those deutschemarks was 
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deducted the expense of handling the wheat at the port, shipping it 
to wholesalers and from wholesalers to the retailers and then from the 
retailers to the consumers, so that it’ actually reached the consumers 
at a low cost despite the inflation that was then in being. That 
continued until the ECA Act in 1948. 

Mr. Brownson. May we take your example, which is a very good 
one. We have $100,000 worth of wheat purchased by the United 
States Government in the United States. 

Mr. Wotre. That is right. 

Mr. Brownson. It is then shipped to Germany. 

Mr. Wo tre. That is right. 

Mr. Brownson. That would represent, at the current rate of ex- 
change, 420,000 deutschemarks? 

Mr. Wo ure. That is right. 

Mr. Brownson. Does the German Government sell that wheat for 
420,000 deutschemarks? 

Mr. Wouxre. Well, at that time, and I cannot be certain of it, Mr. 
Chairman, but from that 420,000 deutschemarks I would say that the 
costs of handling, transportation and so forth, were deducted from 
the 420,000 deutschemarks. 

Mr. Brownson. Was that an automatic percentage deducted, or 
was that an actual cost? 

Mr. Wo.tre. That was an actual cost deducted. 

Mr. Brownson. Let us assume that it cost 20,000 deutschemarks 
to handle the wheat. That leaves 400,000 deutschemarks. 

Mr. Wotre. That is right. 

Mr. Brownson. What happened as far as the development of the 
GARIOA is concerned? Is there a counterpart against the 400,000 
deutschemarks at that time? 

Mr. Woire. No. Keep in mind we are talking now about 1947. 

Mr. Brownson. Right. 

Mr. Wo.rs. The 400,000 deutschemarks, assuming that was the 
balance, was deposited in an account and at that time, since there was 
a complete occupation, those deutschemarks were used at the discre- 
tion of the military governor for whatever purpose or in whatever 
project he chose to undertake at the time. 

Mr. Brownson. 100 percent of them? 

Mr. Wotre. That is right. 

Mr. Hourzman. Less the original percentage for the handling. 

Mr. Woure. That is right. Now, in 1948 we had the ECA Act and 
Germany was one of the countries receiving ECA aid at the same time. 
There was a bit of overlap between GARIOA and ECA. When the 
State Department took over in 1949 one of the first steps was to elimi- 
nate two methods of handling aid toGermany. In other words, under 
the GARIOA and under ECA. We drafted an order, the State De- 
partment and the ECA agreement, that beginning December 1, 1949, 
which coincided with the date of the so-called bilateral agreement on 
aid, which was that all aid would be handled through the ECA method, 
namely 5 percent deducted for administrative expenses and 95 percent 
to go back into investment in the country. 

Mr. Brownson. Let us take our same example. Here were 
420,000 deutschemarks and 5 percent of that. 

Mr. Wotre. Goes into administrative expenses of the ECA 
mission office. 
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Mr. Brownson. Which would be 21,000 deutschemarks go into 
administrative expenses? 

Mr. Wours. Of the ECA mission only. And I emphasize that 
because it will come out. 

Mr. Brownson. Then we have left 399,000 deutschemarks. 

Mr. Wotrr. Yes. 

Mr. Brownson. What happens to that? 

Mr. Wotrr. That is directed back into investment within the 
country, within Germany as directed or as recommended by the 
German Government, approved by the ECA mission. 

Mr. Brownson. And handling charges are no longer deducted. 

Mr. Wourer. No. In fact, that wheat is sold upon arrival in 
Bremerhaven for 420,000 devtschemarks. 

Mr. Brownson. What statutory authority did Congress set up as 
far as the expenditure of the 399,000 deutschemarks was concerned? 

Mr. Wotrr. The ECA Act, and that leads me to my next point, 
when we issued the directive that all aid and the expenditure of all 
counterpart would be handled under the ECA Act if we were going to 
carry out the program in Germany then underway and use the 
minimum number of dollars, the High Commissioner had to have 
authority to use more of the local currencies available through the act. 

So in fiscal year 1951 we appeared—lI did not appear. I was not 
there—but we requested an amendment to the ECA Act permitting 
the Secretary of State and the Administrator of ECA to agree upon 
a percentage, an additional percentage of that counterpart to be used 
for United States purposes in Germany. 

Mr. Brownson. Up until that time he had only 5 percent which 
was to cover ECA expenses? 

Mr. Woutre. Or that left over from the GARIOA counterpart. 

Mr. Brownson. The other 399,000 deutschemarks in this case were 
not available to the State Department or the High Commissioner at 
that time? 

Mr. Wotre. They were not available to the State Department. 
Five percent was available for administrative expenses of the mission 
within Germany. Ninety-five percent, under the bilateral agreement 
must go back. 

Mr. Brownson. Into the German economy? 

Mr. Wotre. Yes. 

Mr. Brownson. What was the technical title by which that 95 
percent was referred to? Was that the GARIOA counterpart, or 
what was the description of that 95 percent? 

Mr. Woure. That was ECA counterpart. 

Mr. Meraper. With reference to this 5 percent, as I recall it Mr. 
Murphy testified that it was also possible to buy strategic materials 
out of that. 

Mr. Wotrer. That is correct. Congress said for administrative 
expenses of the ECA mission and the procurement of ECA expenses. 

Mr. Meaper. Just those two? 

Mr. Wotre. That is right. 

Mr. Meaper. No question about that. No other expenses were 
to be paid out of that other than the ECA mission itself? 

Mr. Wotre. I can give you an example. For example, in 1949 
there were 2,600 American employees of the military government. 
I think there were 15 or 20 ECA American employees there. We 
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could use the 5 percent only for the local expenses of those 15 or 20 
employees. We could not use it for my local expenses in lieu of allow- 
ances or whatever it may be. We could use those only for the support 
of the ECA mission there. 

Mr. Meaprer. What happened to what was left of the 5 percent? 

Mr. Wotre. That is still held, and has only been used for the ad- 
ministrative expenses of the ECA and the MSA and the purchase of 
strategic materials. 

Mr. Mraprr. Do you have any idea of how much money there is 
in that fund? 

Mr. Wotre. 276 million deutschemarks. That was the latest de- 
posit figure. How much has been committed for strategic materials, 
we do not have the record. 

Mr. Meapver. Do I understand that all of the GARIOA funds, after 
deducting the handling charges, were available for any expenditures 
the United States wanted to make out of them? 

Mr. Woure. Any expenditure determined by the military governor 
in any way he wanted or deemed necessary in Germany. 

Mr. Meaper. And this 5 percent of the ECA funds, unlike the 
GARIOA funds, could be used only for two purposes. 

Mr. Woxtre. That is correct. 

Mr. Meraper. And, yet, do I understand that when you eliminated 
the 2 methods of handling you mingled all the funds, both the 5 
percent with the GARIOA fund which could be used without restric- 
tion? 

Mr. Wotre. The only problem there, and this is a long story in 
itself, and I will be glad to get into it, but it will be quite lengthy; the 
GARIOA counterpart had a balance as of December 31, 1949, of zero. 

Mr. Meaper. You mean there was no carryover of GARIOA 
counterpart? 

Mr. Wour. That is correct, sir. 

Mr. Meaper. | think you testified to that before the subcommittee 
last year. 

Mr. Wotre. Yes, sir, we have very extensive audit reports on that. 

Mr. Meaper. Can you tell us how much there had been on 
December 31, 1949? 

Mr. Wotre. I am afraid I did not bring that audit report with me. 
I am sorry I do not have that figure here but I can certainly get it for 
you this afternoon. 

Mr. Meaper. Do you have a rough idea? 

Mr. WotFsr. May I correct the figure later? 

Mr. Meaper. Certainly. 

Mr. Wo.FE. $1,500,000,000 to $2,000,000,000 worth. 

Because there was a zero balance in GARIOA, because we were 
limited to the 5 percent local currency and because we wanted to use 
counterpart funds or deutschemark funds to the maximum extent to 
save dollars, we asked Congress for an amendment to the ECA Act 
for the fiscal year 1951, and I think you will find that—we requested 
an amendment to the ECA Act under Public Law 535 and that 
granted as follows: 

As agreed upon by the Secretary of State and the Administrator, a part of the 
German currency— 
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That is where we got an exception to the law and that is what 
originated the 25 percent fund that Mr. Murphy was speaking of 
yesterday. 

I would like to quote, Mr. Chairman, from Senate Report No. 1371, 
81st Congress, 2d session, the report of the Committee on Foreign 
Relations on S. 3304, entitled ‘‘A bill to amend the Economic Coop- 
eration Act of 1948, as amended.” At page 25 the report says 
[reading]: 


During 1949, three events took place in Germany which had a heavy impact 
on the ECA program: (1) The establishment of the Federal Republic of Germnay 
(the Bonn government); (2) The replacement of military government by civil 
government through the establishment of the tripartite Allied High Commission; 
and (3) the creation of the Office of the United States High Commissioner for 
Germany. 

During the current fiscal year ECA in addition to its own appropriation, has 
had available for use in Germany $397,865,639 transferred from GARIOA 


That is a dollar transfer— 


(Appropriation for Government and Relief in Occupied Areas) to the ECA. 

tor the fiscal year 1950-51 there will be no separate GARIOA appropriation 
for Germany. ‘The total ECA costs for Germany, which are now estimated at 
$552,900,000, will be carried in the FCA budget. ‘This is in addition to a sum of 
$30 million which has been requested by the Department of State in separate 
legislation, for administration of the High Coinmissioner’s Office. 


So as not to go too far in reading all of this, Mr. Chairman, I 
would like to present it for the record, but I would like to just read 
the last paragraph from that committee report. [Reading]: 


The second important provision of section 105 authorizes the Secretary of 
State and the Administrator to agree upon the amounts of counterpart which 
the German Federal Republic will deposit in GARIOA special account. This 
is the natural complementary provision to that described above. It enables this 
Government to use deutschemarks deposited as counterpart to meet ‘‘reorienta- 
tion’”’ expenses in Germany and any emergency such as that described above when 
local currency rather than dollars can be used. 

The United States as one of the occupying powers needs maximum latitude in 
dealing with situations which may arise in Germany. The President has had 
such latitude in the past under appropriations of funds for use by our military 
government, and the provisions contained in this bill will continue that authority 
during the period of civilian administration. The very fact that the United 
States would be able to move quickly and decisively to meet contingencies which 
might arise may in and of itself serve to prevent the contingencies from arising. 
The committee expects, of course, that if any diversion of ECA funds or counter- 
part funds is made, there will be a full and complete accounting of such activities. 


(The complete wording of the above section of this report marked 
“Exhibit 21,” is as follows:) 


Exuisit 21 


{Extract from S. Rept. No. 1371 of the Committee on Foreign Relations on 8. 3304, a bill to amend the 
Economic Cooperation Act of 1948, as amended] 


WEsTERN GERMANY AND COUNTERPART FUNDS 


During 1949, three events took place in Germany which had a heavy impact 
on the ECA program: (1) the establishment of the Federal Republic of Germany 
(the Bonn Government); (2) the replacement of military government by civil 
government through the establishment of the tripartite Allied High Commission; 
and (3) the creation of the Office of the United States High Commissioner for 
Germany 

During the current fiscal year ECA in addition to its own appropriation, has 
had available for use in Germany $397,865,639 transferred from GARIOA (appro- 
priation for government and relief in occupied areas) to the ECA. 





142 USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 


For the fiseal year 1950-51 there will be no separate GARIOA appropriation 
for Germany. The total ECA costs for Germany, which are now estimated at 
552.9 million dollars, will be carried in the ECA budget. This is in addition to 
a sum of $30,000,000 which has been requested by the Department of State in 
separate legislation, for administration of the High Commissioner’s office. 

Under the terms of the ECA bilateral agreement with Germany signed on De- 
cember 15, 1949, provision is made for two separate counterpart accounts. One 
is the usual ERP special account maintained in all ERP grant countries. The 
second is the GARIOA special account which is the depository of deutschemark 
amounts commensurate with the dollar cost of assistance rendered by the United 
States as an occupying power under past appropriations for GARIOA. The 
significant difference between the two accounts is that 95 percent of the ECA 
special fund can be used only upon agreement between the United States and the 
Federal Republic of Germany, whereas the GARIOA special account may be used 
“fn the manner requested by the Government of the United States.” 

Section 105 (b) of 8. 3304, contains two provisions that are extremely impor- 
tant to the full protection of American interestsin Germany. The first provision 
gives the President authority to use ECA funds allocated for assistance to Ger- 
many “to meet the responsibilities . . . of the United States in connection with 
the rehabilitation of occupied areas in Germany’’ including action essential ‘‘to 
prevent starvation, disease, or unrest. ...’’ This means in fact that if an 
emergency arises (for example, one comparable to the blockade of Berlin), the 
President can divert ECA dollars to meet it. 

The second important provision of section 105 authorizes the Secretary of 
State and the Administrator to agree upon the amounts of counterpart which 
the German Federal Republic will deposit in the GARIOA special account. This 
is the natural complementary provision to that described above. It enables 
this Government to use deutschemarks deposited as counterpart to meet “‘reori- 
entation” expenses in Germany and any emergency such as that described above 
when local currency rather than dollars can be used. 

The United States as one of the oceupying powers needs maximum latitude in 
dealing with situations which may arise in Germany. The President has had 
such latitude in the past under appropriations of funds for use by our military 
government and the provisions contained in this bill will continue that authority 
during the period of civilian administration. The very fact that the United States 
would be able to move quickly and decisively to mect contingencies which might 
arise may in and of itself serve to prevent the contingencies from arising. The 
committee expects, of course, that if any diversion of ECA funds or counterpart 
funds is made, there will be a full and complete accounting of such activities. 


Mr. Wotrr. At the time, that recognized the need for latitude in 
dealing with the situation in Germany. At the same time or nearly 
the same time we asked Congress in the GOA appropriation which is 
the government of occupied areas of Germany, we asked, as has been 
pointed out here for that section 3734 of the Revised Statutes to be 
eliminated. That has been interpreted to mean that we did that 
deliberately, that we did it with, as Mr. Riddleberger presented it, 
with sinister ideas in our minds. I can assure you and this committee, 
and I am sure that I can get many witnesses to testify, that it was just 
an effort to simplify the legislation, because if Congress approved the 
amendments that we requested to the act, section 3734 was just not 
necessary. 

One of our jobs is to eliminate duplication and to simplify things 
wherever we can. The other currency that we have available in 
Germany to meet the High Commissioner’s local operating expenses 
are the occupation costs. As High Commissioner he has certain spe- 
cific functions of occupation. We have mentioned a few of them, the 
court system, the complete operation of civil aviation in our zone and 
the French zone of Germany, the operation of the Military Security 
Board as required under the military operations statute, and many 
others, all of which I may say may well be illegal if the construction 
program is illegal. 
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Nevertheless those funds have been available to the High Com- 
missioner and as brought out yesterday that sum is at the present 
time roughly 5 million marks a month and has been continually de- 
creased as the functions have been eliminated. 

The Army’s portion of the occupation cost budget this fiscal year is 
271 million deutschemarks per month. 

The last source of local currency available to the High Commis- 
sioner for his program are revenues. We do a lot of things in Germany 
under an occupation that we do not in an embassy, that is, operate a 
daily newspaper, a tremendous radio station in Berlin, to name two. 
The newspaper Neue Zeitung sells for a few pfennigs. We collect that 
money and that revenue goes back into the operations. 

Mr. Kenneuiy. Does that go back into the GARIOA account? 

Mr. Wo tre. In effect, yes, sir. We keep separate accounts for 
the revenues and know exac ‘tly what we have received. 

Mr. Kennetiy. They are available for any of the purposes that 
you deem can be used for the GARIOA account? 

Mr. Woure. Yes, sir. That covers the local currencies that have 
been made available to the High Commissioner for operations. 

One other point. Last year we requested authority of the Appro- 
priations Committee for the use of surplus property credits in the 
event counterpart funds were not available or there were no GARIOA 
funds or if the GARIOA funds were committed for other purposes. 
We of course have authority and received authority from the Congress 
to meet any such deficit by drawing down surplus property credits. 
You understand that we have, under the old surplus property agree- 
ment in Germany $200 million in surplus property credits which in 
effect can be classified as a dollar debt. Under the recent debt settle- 
ment $3,200 million worth of aid to Germany since the war ended, 
has been settled for $1,200 million. Within the debt settlement the 
$200 million has remained intact, in effect the clause still carries that 
we can request accelerated payment in local currency to meet local 
currency requirements. To draw from that fund requires specific 
congressional authority. 

If I may, Mr. Chairman, I would like to go to the General Account- 
ing Office report. 

Mr. Brownson. May we first check the subcommittee to find out 
if there are any questions on the matter we have just discussed. 
Mrs. St. George? 

Mrs. Sr. Grorer. Congress granted all the requests that the High 
Commissioner made for the use of these funds, as I see it. I want to 
check something here. This all went through the usual channels and 
was granted by the Congress, that is, the use of the surplus property 
credits and the change in percentage in ECA funds. 

Mr. Wo re. I would like to make one thing very clear to the com- 
mittee because of the inferences, insinuations that we find throughout 
this report, and we have found in other areas, as I mentioned a minute 
ago. I have spent over 20 years in government, all of which has 
been spent in the field of administration and management. If there 
is one thing I have it is a knowledge that the Congress should at all 
times be consulted on funds and that they should “have full facts of 
accounting. One of the first recommendations I made to Mr. McCloy 
was that all GARIOA counterpart funds or funds of any sort be 
accounted for, disbursed, and audited in exactly the same manner as 
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if they were dollar funds. Mr. McCloy approved that audit and we 
started on that basis just as quickly as we could, which was about 
January of 1950. From that time on we sent in vouchers at all 
times. 

The second point was that we would :present to the Bureau of the 
Budget and the Congress a budget of our deutschemark expenses. 
That has been done since the fiscal year 1951. I must say at that time 
apparently, the committee were convinced that Mr. McCloy as High 
Commissioner, or any High Commissioner, must have wide latitude 
to direct an occupation of a country, and accepted the fact that the 
deutschemarks were being spent in a proper manner and they have 
been consistently informed by budget presentations, many of which 
do not even appear in the record, until last year, when a very detailed 
budget was printed in the record. That has been done cons'stently. 

But as I say, in my opinion the committee believed that the High 
Commissioner must have latitude and he must have authority to 
move fast, he must have authority to make decisions and spend the 
deutschemark funds. One of the principal points made at an Appro- 
priations Committee hearing in 1950 and 1951 were “Are you using 
the deutschemarks to the maximum possible extent and requesting 
the very minimum of dollars?’ and that was the goal from the time 
the State Department took over in 1949. 

Mrs. Sr. GrorGe. It is equally true that you need the dollars to 
produce the deutschemarks, in other words to purchase them. 

Mr. Wours. That is correct, but as long as those counterpart funds 
were available it was our thinking, and I think confirmed by the 
Congress, that we should use the counterpart thus generated to the 
maximum extent in Germany rather than come back and ask for even 
more dollars to run our program. 

Mr. Rippiesercer. Could I supplement one point with respect to 
the congressional authority? Mr. Wolfe spoke of the German debt 
settlement. The consultation took place prior to embarking upon 
this project and consultations took place since, and I myself appeared 
before the Senate Foreign Relations Committee to outline the entire 
nature of the settlement and to obtain certain recommendations from 
them with respect to certain aspects of the settlement. It was 
brought forth last year by Mr. Acheson, the then Secretary of State, 
and myself, at the time of our contractual agreement with Germany 
that the State Department would return to Congress with the debt 
settlement when it was signed. That is still our intent and we hope 
that it will be sent to the Senate for ratification. 

Mr. Kenneuuy. You spoke of the fact that the General Accounting 
Office, and made some point of the fact that you were requesting 
dollar funds for purposes used by the High Commissioner, and this 
Congress was requested to delete from the act the waiver of Public 
Law 3734. 

Mr. Wotre. That is correct. 

Mr. Kenneuuiy. And you said that was consistent with the attitude 
being taken by the High Commissioner’s office in requesting an amend- 
ment to existing legislation. Now when you refer to an amendment, 
do you mean the amendment that eventually was made to ECA 
legislation that appeared in Public Law 535? 

Mr. Wotre. Yes. 
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Mr. Kennetty. Which permitted, I think, wetting up of the 
GARIOA Act. 

Mr. Woutre. That is one, but principally the second and fourth 
provisos of Public Law 759. 

Mr. Kennetiy. Which says in effect that the High Commissioner 
is entitled to authorize the use of certain types of foreign credits 
That refers to GARIOA. 

Mr. Wore. That is right, without dollar reimbursement from 
this or any other appropriation. When we submitted that, frankly, 
we had no idea that a big project would be constructed in Bonn. 

Mr. Kenneviy. But the public law does refer specifically to the 
purchase of land. 

Mr. Woure. That is crorect. 

Mr. Kenne yy. If you had that in mind, vou had in mind also 
that there might be some purchase of land required by the High 
Commissioner; is that right? 

Mr. Wo.rer. It is possible that it could be, but at that time we 
had no thought of acquiring land. 

KenNELLY. I don’t see how you can say that it was incon- 
sistent with your suggestion that Public Law 759 included the right 
to use GARIOA funds. 

Mr. Woureg. It could be the purchase of land and it could be 
thousand other things, but we requested the Congress to amend our 
legislation to read: 

Provided further, That the Department of State is authorized to utilize for carrying 
out the purposes of this appropriation, including unforeseen contingencies, without 
dollar reimbursement from this or any other appropriation. 

And it goes on to list the currency available. 

Mr. Kennetiy. Did you or did you not have in mind the purchase 
of land? 

Mr. Wotre. No, no; absolutely not. The purchase of land at that 
time had not even come up and had not even been thought about. 

Mr. Kenney. I understand that vou suggested that the waiver 
regarding 3734 was no longer necessary? 

Mr. Wo re. I assure you that if the Congress approved this other 
legislation, then 3734 and maybe 2 or 3 items are just not necessary 

I think I have learned not to attempt to simplify things again, but 
that was the only intent on our part whatsoever. The purchase of 
land had not even come up, but it covered a lot of things. For 
instance, when we were asking for language here we were asking clari- 
fying, simplifying language, probably in a field that I must say I was 
certainly not too terribly familiar with. I had never been engaged in 
tremendous operations such as we had in Germany in 1949 and 1950 
and still have today which are completely foreign to our Government, 
and particularly the State Department. There are other appropria- 
tions I believe that require or permit the use of the local currency with 
dollar reimbursement. I cannot name them offhand but I think I 
can find them for you, that refer to other than the purchase of land 
which continually will have an effect on us in Germany. What we 
were asking for and which the Congress, through the Foreign Affairs 
Committee and the Appropriations C ommittee, had given, the latitude 
that was necessary in the mind of the High Commissioner, necessary 
to carry out his occupation functions. 
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Mr. Kennevuy. You also said that you ran a newspaper or several 
newspapers and a radio station and a prison system and some other 
activities over there. Are those types of functions paid for out of the 
GARIOA funds? 

Mr. Woure. No; the American salaries are paid out of dollar 
appropriations. The local expenses, the courts, the prisons, the civil 
aviation, are paid for out of occup: tion costs. The local expenses of 
RIAS and of Neue Zeitung, practically all of our Public Affairs pro- 
gram, is paid for out of the GARIOA account as not being an occupa- 
tion function, properly chargeable against the occupation cost by the 
Geneva Conference. 

Mr. Kennet tity. You consider the newspapers and the radio station 
and the prison as not being occupation? 

Mr. Wotre. Not the prison. The prison system is an occupation 
charge. 

Mr. Kenne tty. Isn’t that only for Americans? 

Mr. Wourer. Yes, sir; properly charged against occupation cost, 
under the Geneva Convention. 

Mr. Kennetiy. Would you consider that this construction program 
would be properly charged to occupation costs? 

Mr. Wotre. It could have been. 

Mr. Kenne.tiy. Was that consideration gone into? 

Mr. Wo tre. It certainly was, in detail. 

Mr. Kenne tity. What were the reasons? 

Mr. Woure. We had several alternatives to doing this job in Bonn. 
One was to do it out of occupation costs. I might say there that the 
British and French have done it out of occupation costs. The British 
have constructed 150 houses and 417 apartments, along with all the 
facilities, from occupation costs. Consequently upon ratification of 
the agreements they must start pay ing rent for those quarters. The 
French have done likewise. ‘That was one method we could have 
used. 

Mr. Kenneviy. Was that not the preferable method? 

Mr. Wotre. No, I do not think so. We were rapidly entering 
another era in Germany. That was point number one. 

Secondly, had we used occupation costs, it would have just been a 
further drain charged against the German economy and they would 
take over title to the buildings and we would start renting out of 
dollars beginning the Ist of October of this year, something we are 
going to have to do in areas outside of Bonn or Frankfurt, Germany, 
the Ist of October. We did not think it politically wise to do it out of 
occupation costs. The GARIOA counterpart funds were available 
for this purpose, and I might say at this point if there is any question 
of legality at all my only error was not putting it in the name of the 
German Government and start paying rent the first of next October. 

Yes, I take full responsibility for strongly recommending that if this 
job was going to be done it be done out ‘of counterpart funds because 
we have those United States assets out of the dollars made available 
and the counterpart funds generated therefrom. We have that asset. 

Mr. Kenneuiy. Of course on that theory then the thing for the 
High Commissioner to do was to use all the GARIOA funds for pur- 
chase of American assets. 

Mr. Wo re. I wouldn’t say that that follows at all, Mr. Kennelly. 
If we used 100 percent of the counterpart for United States purposes 
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we would not be doing the job required under the ECA or MSA Act, 
but the fact that we use less than 100 percent. of the counterpart funds 
available for a United States purpose certainly would not be contrary 
to the idea. Congress itself recognized 10 percent. 

Mr. Meaper. Mr. Wolfe, do you regard the construction of con- 
sulates in Germany as an emergency? 

Mr. Woure. I do not, sir, not as an emergency. I look at it from 
this standpoint, from an emergency on this area that I will speak of, 
yes, because under the contractual agreements we must start paying 
rent for quarters and offices on the Ist of October 1953, if the con- 
tracts are fully ratified. 

Rented housing is not available. On October 1, 1953, if our people 
cannot complete individual leasing of property with their quarters 
allowances we must vacate those properties. They are now living in 
requisitioned properties, you understand. 

Mr. Meaper. I did not want to develop the consulate program in 
detail. [ wanted to know if in your judgment that was an emergency. 

Mr. Wo rs. | think it is an emergency from the standpoint of 
saving the United States dollars, beginning the Ist of October 1953. 

Mr. Meaver. That program will be presented to Congress for 
approval, will it not? 

Mr. Wo tre. It will be, yes. 

Mr. Meaver. Did you regard the move to Bonn in the discussion 
of these hearings as an emergency? 

Mr. Wo ure. I did, sir. It was more of a political decision than an 
administrative or management decision. We presented all the facts. 

Mr. Meaper. Do you consider that a usual kind of emergency, the 
construction of consulates? 

Mr. Wo rer. In this case, yes. 

Mr. Meraper. What is the distinction? 

Mr. Woure. The distinction there, as I was ordered, was the 
quicker the high office of the High Commissioner can get to Bonn the 
better off we are all going to be. How quickly, Wolfe, can you get 
us moved to Bonn? 

Mr. Meaper. At least you considered it pretty important during 
the entire year 1950 in deciding you were going to move? 

Mr. Wo tre. It was considered several times, yes. 

Mr. Brownson. Who finally ordered you to move? 

Mr. Woure. Mr. McCloy. 

Mr. Brownson. That was Mr. McCloy finally made the decision 
to make the move? 

Mr. Wou.re. Yes, and if I may point out there at this point a 
question that came up this morning with Mr. Riddleberger regarding 
a certain inclusion in this report. Mr. McCloy said on page 22 1 
believe it is, the last paragraph, it said [reading]: 

Mr. McCloy reserved his decision on the study for further attention, and 
stressed the need for not allowing this discussion to leak out to unauthorized 
persons until decision had been arrived at. 

The reason Mr. McCloy asked that, and we all kept it a close 
secret, was because he wanted to talk to all of the various political 
leaders from the Chancellor down and the other high commissioners 
as to Bonn being the capital and even perhaps, I wouldn’t say this for 
a certainty, but even perhaps if another party got into power would 
they move the capital from Bonn back to Frankfurt. He received 
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all those assurances and recommendations from the Chancellor and 
all others. If the decision Mr. McCloy would make later would be 
“No; we won’t move to Bonn,” he didn’t want the information out 
ahead of time. 

Mr. Meaper. In these various memoranda that were inserted in 
the record from February 1950 to November 1950, can you point out 
anything that showed that in the opinion of those considering this 
problem it was regarded as an emergency? 

Mr. Wotre. Well, I can ask you if the chairman will, to insert in 
the record pages 18, 19, and 20, if they are not already inserted. 

Mr. Brownson. I think they are already in, Mr. Wolfe. 

Mr. Wotrr. Those are the advantages and disadvantages of the 
move to Bonn. Let me be frank, Mr. Meader, I would prefer to 
answer that in executive session if I may. 

Mr. Brownson. I had frankly hoped that we would get on this 
housing project detail in this afternoon’s session. I wanted a dis- 
cussion of these funds. 

Mr. Meaper. I am leading to that, Mr. Chairman. I want to 
refer to the Senate document from which you read at some length, 
Senate Report 1371 of the 81st Congress, 2d session. You read from 
the last two paragraphs but you omitted the second sentence, the 
second and third sentences of the first paragraph. 

Mr. Wotrer. I did it only to speed up the hearing. I don’t even 
know what they say. 

Mr. Meaper. I want to read that last sentence of the first para- 
eraph. You purported to read the last two paragraphs, but you 
omitted this sentence [reading]: 

Lt enat les this Government to use deutschemarks deposited as counterpart to 
meet “‘reor ‘“ientation’’ expenses in Germ any and any emergency such as that 
described above when local currency rather than dollars can be used. 

lee the emergency such as described above is the Berlin blockade, 
is it not? 

Mr. Wotre. I am sorry, sir. In my excerpts from it it was not 
given tome. At least I have not found it yet. Oh, I see what you 
mean. 

Mr. Meraper. Do you see the sentence I read? 

Mr. Wotre. Yes. 

Mr. Meaper. And the emergency referred to related back to the 
Berlin blockade? 

Mr. Wotre. Yes. 

Mr. Meaper. It says in parenthesis in the paragraph just preceding 
the one from which I read: “(For example, one comparable to the 
blockade of Berlin)”’, referring to an emergency. Am | correct in that? 

Mr. Wotre. Yes, sir. I assure you I did not leave it out inten- 
tionally. 

Mr. Meaper. My point is this, that when you relied upon the 
report of the Senate committee which you read, the emergency that 
was contemplated by that report was of the extraordinary, or Berlin, 
blockade type, not simply a transfer of officials from Frankfurt to Bonn, 

Mr. Wotrr. Again I would like the political decision to come out 
here as to whether or not there was an emergency; in my opinion 
and from what I have received, information I have received between 
the time we moved to Bonn and the time that the contracts were 
signed, I have heard the comment made by senior people that the 
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very fact we were in Bonn between Nobember 1951 and May of 1952 
more than in itself paid for the construction in Bonn. 

If those remarks have any validity whatsoever, then I would say it 
wa an emergency; yes, sir. 

Mr. Meaper. I would like the record to show whether or not you 
regard the move from Frankfurt to Bonn as an en.ergency of the 
order of the Berlin blockade. 

Mr. Woure. A different type; yes, sir. 

Mr. Brownson. Two brief questions before we adjourn. First, 
was there consideration given to the use of surplus property credits 
by which we were reimbursed, as was brought out in the Bonner 
subcommittee, for the Bonn building program? 

Mr. Woure. Thank you very much for raising that question be- 
cause it gives me an opportunity to explain a little bit about the 
memorandum that was in this book in which it was stated on page 22 
of the HICOG Construction Program, the first paragraph on that 
page, the second sentence [reading]: 

“Colonel Gerhardt questioned the possibility of using FBO funds for construc- 
tion in Bonn, and Mr. Wol’e pointed out that the total worldwide FBO budget 
this year was only $2% million and that he doubted whether an approach to 
Congress for additional funds for building at Bonn would be favorably considered. 

I can assure you that that sentence is completely wrong and I made 
an error in not correcting it when I returned from a field trip. This 
memorandum was prepared by my deputy. I left immediately after 
this meeting for Bonn. In fact, I left before the end of the meeting 
for Bonn, and I had brought up the point when Colonel Gerhardt 
asked if the FBO processes can be used and I said: 

Yes; they can be used, but there are 2 or 3 things you must take into considera- 
tion. One, it will take a dollar appropriation because FBO has onlv $6% million 


in the entire worldwide building program and this project will cost 125 million 
deutschemarks, 


Secondly, they are talking about time, and you are talking about vou want to 
be in Bonn tomorrow. 

To go back through the processes of the State Department, the Bureau of the 
Budget, and the Congress to secure this appropriation, I am sure we can get it 
trough, but that is going to take the time that it will probably take to construct 
the facilities in Bonn, 

Unfortunately, when I came back and saw this memorandum, I 
scratched up my copy and called it to the attention of my deputy 
that that was in error, and unfortunately I tried to find that memoran- 
dum but couldn’t do it. 

Mr. Brownson. Who was it that you referred to that said they 
wanted to be in Bonn tomorrow, as you put it? 

Mr. Wotrez. The whole group, including Mr. McCloy, the Assist- 
ant High Commissioner, and all of his directors, with the exception 
of Mr. Riddleberger or Mr. Reber, who were undoubtedly on the 
Autobahn commuter, and the group I mentioned in the memorandum. 

Mr. Brownson. Was consideration given to the use of surplus- 
property credits for the Bonn building? 

Mr. Wours. It was only in the point that I have just mentioned, 
that we did have the budget. We did have sufficient counterpart 
funds to go ahead with it. 

Mr. Brownson. In other words, the reason that surplus-property 
credits were not used was because they would have required con- 
gressional approval? 
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Mr. Wours. No, if it had been done at all, if there would be time 
to do the job, if it was something that was to be done over a period of 
time, the next 5 years, and there was no hurry about it, if it wasn’t, 
as Mr. King refers to it, a crash program, we would have followed an 
entirely different program. 

Mr. Brownson. You did consider surplus-property credits? 

Mr. Woutre. Yes. 

Mr. Brownson. Why didn’t you use them? 

Mr. Woure. One, we had the counterpart funds available. 

Secondly, the use of surplus-property credits would eliminate any 
possibility of moving to Bonn within the time limit they had specified. 

Mr. Brownson. Because the surplus-property credits would have 
been of the type that would have required congressional approval? 

Mr. Woure. Yes, they would have had to come through the 
Congress. 

Mr. Brownson. We have attempted to find justifications sub- 
mitted to the House Appropriations Committee showing authoriza- 
tion for HICOG counterpart and deutschemark schedules in 1951, 
and we have not been able to locate that. 

Mr. Hourzman. Mr. Wolfe, you indicated a moment ago that there 
was some hurry in connection with this project; is that correct? 

Mr. Woure. That is correct. 

Mr. Hoirzman. You didn’t feel that way personally at that time, 
did you? 

Mr. Wours. My job was not in determining whether it was essen- 
tial to move to Bonn or not. My job was to do it after the decision 
was made and to present all the facts. 

Mr. Hoirzman. You were consulted about it, were you not? 

Mr. Wotre. Yes, sir. 

Mr. Hotrzman. And you expressed an opinion with regard to it, 
did you pot? 

Mr. Wourse. Yes, sir. 

Mr. Hotrzman. What was you: opinion at the time? 

Mr. Wore. My opinion was the same as the others, that we 
should do it and should move to Bonn as quickly as possible. 

Mr. Houirzman. Did you have any reservations at all at that time 
with respect to the move? Did you have any reserv ation in your own 
mind with regard to the propriety of the move? 

Mr. Wotre. Not at that time. I had before, but not at that 
time. 

Mr. Hourzman. I call your attention to page 21 of this particular 

memorandum we have been discussing. Paragraph No. 3 says, in 
the second sentence [reading]: 
Mr. Wolfe replied that he would favor making the decision to transfer the head- 
quarters to the Bonn area if there was reasonable certainty of Bonn remaining 
the German capital for a period of 5 years. Mr. McCloy answered that no one 
could predict this with certainty. 

Mr. Wotrs. I am sorry, sir. I will correct my testimony. I did 
have that stipulation. My comment at the meeting was this, that 
we are not justified in making this expenditure for a move unless 
»olitically we are reasonably certain that the capital will remain in 
Seed for a period of 5 years. 
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Mr. Hourzman. Let me continue; so that Mr. Wolfe was consulted 
as were Mr. Bowie, Mr. Buttenwieser, Mr. Lightner, Mr. King, Mr. 
Marshall, Mr. Stone, and Mr. Shute, as well as all of the ministers- 
presidents of the United States zone, the German Chancellor Adenauer, 
the British High Commissioner Sir Ivan Kirkpatrick, and the French 
High Commissioner Francois Poncet, and they all endorsed this plan. 

Do you think it would have been wise to ask Congress, which is 
charged with the obligation of obtaining money, in view of the fact 
that you had doubt with regard to spending this money and in view 
of the fact that the High Commissioner himself said there could be 
no certainty with regard to the tenure of the move to Bonn? 

Mr. Wo tre. If that had been true then that would have been true 
for the expenditure of 13 billion deutschemarks out of counterpart 
funds that have been used in Germany today. 

Mr. Hourzman. Do you think it would have been wise, Mr. Wolfe, 
in view of the doubts which you had at the time, to ask Congress, to 
come in to Congress and have a talk with the Members of Congress 
yr the various committees handling this matter? 

Mr. Woure. I would certainly say this, sir, that from this project 
I have learned that I do not take the initiative again in what I con- 
sidered the best interests of the Government unless it is specifically 
spelled out by this Congress regardless of the general language justi- 
fying the matter, justifying and approving it by Congress, and that 
is why I have recommended today that the consular building program 
be stopped until it has been specifically appropriated by the C ongress, 
despite the fact that we must have appropriated dollars beginning 
the Ist of October 1953 to house what people we can possibly rent 
space for in Germany, which will only be about 25 or 30 percent of 
our consular personnel. 

Mr. Hourzman. So that if the same situation were presented today 
you would come to Congress and seek advice and counsel and specific 
appropriations, is that right? 

Mr. Woure. I merely say that the occupation - a long way from 
being ended and the Congress has said year after year that the High 
Commissioner should have wide latitude to move on what he con- 
siders essential in the occupation for the United State’s interest in 
Germany and he acted in what he considered were the best interests. 

Mr. Hourzman. Assuming the same situation existed today, Mr. 
Wolfe, and with preconceived knowledge that there must be wide 
latitude on the part of the High Commissioner, would you, if faced 
with the same situation today come into Congress and seek counsel 
and advice? 

Mr. Wo tre. I would have before the hearings on the Bad-Godes- 
berg American housing, yes, sir. Today I would. 

Mr. Hotrzman. Thank you. 

Mr. Brownson. I would like for the record to show that my 
distinguished colleague from Indiana, Congressman William Gilmer 
Bray, has been witnessing our hearings. 

At this point I would like to adjourn until 2:30 this afternoon. 

(Whereupon, at 12:42 p. m., the hearing was recessed, to reconvene 
at 2:30 p. m. of the same day.) 
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AFTERNOON SESSION 


(The recess having expired, the subcommittce resumed, Hon. 
Charles B. Brownson (chairman) presiding.) 

Mr. Brownson. The meeting of the International Operations Sub- 
committee of the Committee on Government Operations will come to 
order. Mr. Wolfe will resume the stand. You have already been 
sworn, have you not, Mr. Wolfe? 


FURTHER TESTIMONY OF GLENN G. WOLFE, EXECUTIVE DIREC- 
TOR, OFFICE OF THE UNITED STATES HIGH COMMISSIONER 
FOR GERMANY; ACCOMPANIED BY S. HOUSTON LAY, OFFICE 
OF THE LEGAL ADVISER, OFFICE OF THE HIGH COMMISSIONER 
OF GERMANY 


Mr. Wotre. That is right, sir. May I ask that Mr. Houston Lay, 
of the Office of the Legal Advi iser, of the Office of the High Commis- 
sioner, be sworn, sir? 

Mr. Brownson. We hope that most of the questioning concerning 
Mr. Lay will be deferred. We wanted to put him on the stand later. 
However, we are glad to have him here, and I will be glad to swear him 
now. 

(Houston Lay was duly sworn by M1. Brownson.) 
Mr. Brownson. Will the clerk of the subcommittee call the roll. 
(The deni called the roll and the following members answered to 
heir names: Mr. Brownson, Mr. Meader, Mrs. St. George, Mr. 
Lantaff.) 

Mr. Brownson. A quorum being present, the subcommittee will 
proceed. 

Mr. Wolfe, in connection with the discussion of fiscal affairs this 
morning, I have one final question on which I would like to have your 
opinion. In congressional debate on the floor of the House, it has 
quite frequently been said that the GARIOA counterpart funds, and 
counterpart funds do not have any relationship to our dollar expendi- 
tures. Would you care to discuss to what extent they represent assets 
of the United States and to what extent their expenditure may repre- 
sent an ultimate drain on our dollar economy? 

Wotre. I can speak only about Germany, of course, as I 
have had little or no experience with counterpart in other countries. 
The counterpart funds, as I understand them, have not been consid- 
ered in the same light as appropriated dollars. We have used coun- 
terpart in Germany in many different ways. Thirteen billion 
deutschemarks have been used, most of which have gone back into the 
German economy under the ECA legislation. Twenty-five percent 
we considered as essential for United States purposes. 

Now, let us assume for a minute that the 25 percent legislation did 
not pass and that we could only use 5 percent for ECA administrative 
ome 95 percent of the counterpart must be ploughed back into 
the German economy. Then, sir, we would have had to come to Con- 
gress for dollar appropriations to cover the operations, the United 
States operations in Germany other than for ECA. 

if I may give you that figure: Let me use as an example of that— 
perhaps even better, let me quote from the congressional testimony 
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made in June of 1951, for the fiscal year 1952, wherein we brought 
to the committee’s attention, to the Appropriations Committee’s 
attention, very forcibly, that better than two-thirds of the cost of 
United States Government operations in Germany was being met by 
counterpart funds. 

If I may, sir, I would like to present this for the record, and I would 
like to quote from the opening statement made by Mr. McCloy on 
June 25, 1951, before the House Subcommittee on Appropriations, 
[Reading:] 

In order to avoid any misconception about the cost of meeting the problems 
we face in Germany I want to give this committee a factual statement on our 
overall budgets exclusive of dollar economic aid. The money to be expended in 
Germany for the purposes of this appropriation in 1952 derives from primarily 
three sources: (a) Dollar appropriation under the GOAG budget we are now 
requesting; (b) occupation costs paid from the German economy; and (c) 
counterpart funds from United States economic aid to Western Germany. The 
total sums are $24,600,000 in the 1952 GOAG budget; the equivalent of $17,650,000 
in deutschemark nonmilitary occupation costs and the equivalent of $35,710,000 
in deutschemark counterpart funds. This totals $77,960,000 in dollars and 
deutschemarks. This money is used for the following purposes— 


Then he goes on and, without attempting to jump over anything, 
I merely want to give you part of the statement. 

The point I want to make to you gentlemen is that the counterpart of an 
equivalent of $125 million together with $77,900,000, which I previously described 
to you, brings the total— 

If I may interpose here, the $125 million he is referring to was the 
aid in Berlin principally. To continue: 
which I previously described to you, brings the total of our support to various 
critica] activities within Germany to an equivalent of over $200 million. I feel 
that I must forcefully bring to your attention the fact that while we: request a 
dollar appropriation in this budget for $24.5 million, we are carrying out a pro- 
gram of the magnitude of $200 million. 

And he repeats the method of financing. This statement was 
made in June of 1951, as I tried to point out this morning, with the 
idea of giving the Congress information as to how these funds were 
being used. Now, to the extent that we were not permitted, or we 
would not be permitted to use the 25 percent, and to the extent 
Congress wished the same operations continued in Germany, we would 
have to have dollar appropriations. 

Mr. Brownson. I would like to ask unanimous consent that that 
statement be inserted in the record at this point. 

(The matter referred to marked ‘‘Exhibit 22,” is as follows:) 


Exnuisit 22 
[Excerpt from statement of High Commissioner McCloy] 


Portion or Unrrep States Hich CommissioneER McCuoy’s Openine STATE- 
MENT AT HEARINGS ON THE SUPPLEMENTAL APROPRIATION BILL FoR 1952 
(House SuscommMITTEE, 82p Cona., Ist sess., JUNE 25, 1951, pp. 205 anv 206) 


3. THE COST 


In order to avoid any misconception about the cost of meeting the problems 
we face in Germany I want to give this committee a factual statement on our 
overall budgets exclusive of dollar economic aid. The money to be expended in 
Germany for the purposes of this appropriation in 1952 derives from primarily 
three sources: (a) Dollar appropriation under the GOAG budget we are now 
requesting; (b) occupation costs paid from the Germany economy ; and (c) counter- 
part funds from United States economic aid to Western Germany. The total 
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sums are $24,600,000 in the 1952 GOAG budget; the equivalent of $17,650,000 
in deutschemark nonmilitary occupation costs and the equivalent of $35,710,000 
in deutschemark counterpart funds. This totals $77,960,000 in dollars and 
deutschemarks. This money is used for the following purposes: 

(a) GOAG dollar budget-—This $24,600,000 requested in this appropriation 
cover all American salaries for personnel within the office of the United States 
High Commissioner and Department of State supporting offices and other expenses 
such as travel, transportation, and program expenses, particularly in the field 
of public affairs, which cannot be met with deutschemarks. 

(b) Occupation costs —The German economy will provide 74,148,483 deutsche- 
marks for certain activities, exclusive of military obligations, essential in the 
occupation of Western Germany. At the exchange rate of 4.2 deutschemarks 
per dollar this sum is equivalent to $17,650,000. The deutschemark occupation 
funds are used for German employee salaries, housing rentals, care and mainte- 
nance of all real estate by our offices, equipment, transportation, supplies, and 
similar items necessary in our occupational function. 

(c) Counterpart funds.—Counterpart funds are derived from the dollar economic 
aid given to Germany. Under the provisions of the ECA Act as amended, the 
Secretary of State with the agreement of the Administrator of ECA is authorized 
to use counterpart funds for United States occupation requirements in Germany. 
In 1952 we plan to use 150,000,000 deutschemarks ($35,710,000) of the counter- 
part funds to finance local public affairs and administrative expenses that cannot 
be charged to occupation costs. 

One of our major financial problems arises from the fact that we continue to have 
an occupation mission in Berlin. I want to give you a few details about this and 
make very clear to you the nature of our problem. ‘The reason J want to do this 
is that I can give you no assurance that this problem will not continue and that we 
may not therefore continue to incur extensive financial obligations. During the 
past year a substantial amount of economic assistance was provided to strengthen 
West Berlin and to maintain it against the Communist threat. West Berlin is 
still only 50 percent of its prewar production in contrast to the rest of Germany 
which is at 136 percent. Our program of support to Berlin for the next 
fiscal year amounts to 551 million deutschemarks, to meet what we consider 
absolutely essential financial requirements in Berlin for work relief, budget deficit, 
stockpiling and investment program with which we hope to keep pushing Berlin’s 
production rate closer to prewar figures. This 551 million deutschemarks is 
equivalent to 125 million dollars. We have obtained these funds from the coun- 
terpart deutschemarks of our ECA economic aid to Germany which amounted in 
the past year to 382 million dollars. The point I want to make to you gentlemen 
is that the counterpart of an equivalent of $125 million, together with $77,900,000, 
which I previously described to you, brings the total of our support to various 
critical activities within Germany to an equivalent of over $200 million. I feel 
that I must forcefully bring to your attention the fact that while we request a 
dollar appropriation in this budget for $24% million, we are carrying out a program 
of the magnitude of $200 million. This program is financed as follows: $24% 
million from the budget which you are not considering; the equivalent of $18 
million from German occupation costs, and the equivalent of $157 million from the 
counterpart derived from ECA aid. 


Mr. Brownson. And I would like to ask Mr. Wolfe if in the uses 
for GARIOA and GARIOA counterpart funds which Mr. McCloy 
outlined in that statement he included housing construction for 
American personnel? 

Mr. Wo tre. He did, sir. 

Mr. Brownson. Can you refer to that in the statement so that we 
can peg it? 

Mr. Wo tre. I do not have it in the statement, but it was in the 
budget material that was presented to. the staff. 

Mr. Brownson. But he discussed it in the statement; the uses 


that would be made of it? 
Mr. WotrFe. Yes, sir. 
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Mr. Brownson. And in enumerating those uses in his statement, 
he did not include housing for American personnel? 

Mr. Wotrer. May I review it just a minute, to be sure? 

Mr. Brownson. Certainly. 

Mr. Wotre. This is quoted from the same budget submission. I 
am not sure that this was printed in the hearings, ut it was in the 
budget submission to the Congress and to the Bureau of the Budget. 


Major expenses financed from GARIOA counterpart include most of the 
deutschemark expenses of the United States Public Affairs Program in Germany, 
relief of Berlin and construction or acquisition of housing, office buildings, and 
information centers for use by the Department in Germany. Authority for the 
use of GARIOA counterpart funds is contained in section 114— 
et cetera, et cetera, et cetera. 

Mr. Brownson. That was stated in Mr. McCloy’s statement 
before the House Appropriations Committee? 

Mr. Wotre. That latter part was in the budget; we submitted it 
to the Budget. Iam not sure that it was inserted in the record, but 
it was in the budget presentation. 

Mr. Brownson. The budget was submitted at the same time as 
Mr. McCloy made his statement? 

Mr. Wo re. Prior to his statement; yes, sir. 

Mr. Brownson. What I was trying to develop, Mr. Wolfe, is this 
point. The overall cost of the housing program in the Bonn-Godes- 
burg area in American money was in excess of—what was the total 
that you gave? 

Mr. Wourr. Office buildings, German housing and American 
housing, the total cost was 117 million deutschemarks which is roughly 
the equivalent of $28 million. 

Mr. Brownson. Had this program been conducted in such a way 
that instead of costing $28 million it had cost, say, $16 million, would 
the other $12 million of deutschemark funds have remained as an 
asset of the United States? 

Mr. Wotre. It would have remained as an asset of the United 
States for use in other German programs; yes, sir. 

Mr. Brownson. Were United States dollars expended in Germany 
in some of the other German programs where these deutschemarks 
could have been used? 

Mr. Wotre. No, sir. 

Mr. Brownson. There were not? 

Mr. Wo tre. No, sir; since Spetember of 1949, as my responsibility, 
I have been more than careful that we did not ask for dollars where 
deutschemarks could be used. 

Mr. Brownson. Have you ever run out of deutschemarks yet? 

Mr. Wotre. No, sir; not yet, sir. 

Mr. Brownson. The point that I am trying to establish is that 
that these deutschemarks do have a real value, that we have poured 
$3.2 billion into aid of the economy of Germany and when we pull 
these deutschemarks out for a building program on the one hand, are 
we not weakening the economy of Germany to the extent that we 
put more dollar aid in on the other? 

Mr. Woxre. In the case of this building program, sir, I cannot 
say that we weakened the program in any way. But as far as the 
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value of the deutschemark is concerned, it is good and as far as I can 
see will remain good for a long time to come and we will have need 
for the deutschemarks. If I may interpose there just a minute, we 
do have in the debt settlement $200 million from surplus-property 
credits available to us in local currencies. 

My recommendation has been—I do not know that the circum- 
stances may change it—that we prolong the drawing down of these 
deutschemarks and that we use them to pay the salaries of German 
employees and local deutschemark expenses, to prevent the necessity 
of increasing dollar appropriations. 

Mr. Brownson. Will you agree that an unnecessarily elaborate 
building program would not prolong those deutschemark funds? 

Mr. Wo re. I do not quite understand the question. 

Mr. Brownson. You said that you felt the expenditure of the 
deutschemark funds should be prolonged so that salaries of German 
employees could be paid out of those funds. 

Mr. Wotre. The surplus-property credits should be stretched out. 

Mr. Brownson. On that basis, you would not feel that spending 
28 million for a building program would prolong those funds if an 
adequate building program could have been accomplished for 20 
million? 

Mr. Wo tre. If we had constructed it for 20 million, we would have 
had 8 million counterpart funds available to prolong what is known as 
deutschemark programs. The point I want to emphasi e here is that 
out of 13 billion deutschemarks we spent 60 million deutschemarks on 
the American housing program, which today is an American asset in 
deutschemarks, and which means now I will not have to come up to 
Congress over a period of years and ask for a very heavy quarters 
allowance for our people in Bonn. 

Mr. Lantarr. If you do spend excessive funds in a building pro- 
gram, you are taking money that otherwise could be used to develop 
the economy of Germany, to reduce the dollar shartage, and to reduce 
the need for economic aid, are you not? 

Mr. Wotre. In that connection I merely want to point out, (1) 
dollar aid for Germany, except for Berlin, has come to an end at this 
time; and (2) I would like to point out that in the expenditure of these 
deutschemarks for this housing program, all of that money went into 
the German economy, through the contractors, wages, materials, 
machinery, and everything else to build the project; it all went back 
into the German economy. 

Mr. Lantarr. It did not help the German economy from the 
standpoint of exports. 

Mr. Wo re. No. 

Mr. Lantarr. Do you know if any of these counterpart funds 
were used to purchase credits of other countries in order to conduct 
State Department building programs in other countries? 

Mr. Wotre. No, sir; not to my knowledge. 

Mr. Lantarr. The reason I ask that question is because in the re- 
port of the House Committee on Foreign Affairs on amending the 
Foreign Service Buildings Act, which was considered during the 2d 
session of the 82d Congress, there is a footnote relating to where cer- 
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tain construction was undertaken in countries where we did not have 
counterpart funds to this effect [reading]: 

Insufficient foreign credits are currently available to complete FBO program 

plans. Itis anticipated that adequate credits will be acquired through subsequent 
agreements, transfers from other countries, and/or purchase of necessary materi- 
als and equipment in other countries where credits are available. 
In other words, where counterpart funds were available in Germany 
but not in Egypt, you could use counterpart funds in order to pur- 
chase construction material and furniture and furnishings in Ger- 
many, and transfer the credits for a building program in Egypt? Do 
you know if any counterpart funds were so used? 

Mr. Wotre. No, sir; they were not. Foreign building operation 
has done some procuring in Germany, but there was no transfer of 
GARIOA counterpart funds. 

Mr. RippLeserGer. Do you want me to elaborate on that? 

Mr. Brownson. Do you want to put a statement on that in the 
record? 

Mr. Ripp.teserGcer. We had additional counterpart funds in some 
countries and not where we wanted them. 

Mr. Brownson. But the provision could have been used. 

Mr. Ripp.LeserGcer. It was connected with the transfer of NATO 
from London to Paris. 

Mr. Brownson. Thank you. 

I would appreciate it, Mr. Wolfe, if you would prepare a detailed 
summary of the exact times of the appearances of representatives of 
HICOG before the House and Senate Appropriations Committees. 

Mr. Wo re. I have it all here. 


Mr. Brownson. You have it all prepared? 
Mr. Wo re. Yes, sir. 
(The summary referred to is as follows:) 
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ExuHisit 23 


Testimony before congressional Appropriation Committees relative to use of local 
currencies for buildings, May 20, 1953 





| 
Document reference | Page No. Witness Excerpt or summary of testimony 


House—Foreign aid appropria- 487,496 | Mr. Byroade......_.| General discussion of authorities, 
tions, 1951 (March 1950). | Mr. Wolfe sources and uses of local currencies. 
| Mr. Kimball. 
492 | For record... Table on use of local curencies. Foot- 
note includes item for Public Affairs 
Building. 
27-533 bbe Explanation of appropriation-language 
changes. See page 532 re local cur- 
| | _ rencies. 
Senate—State, Justice, Com- 839 | Mr. Humelsine _- Discussion of move to Bonn and Bonn 
merce, and Judiciary Appro- | buildings. 
priations, 1952 (May 1951). 72 | For record... .--. | Letter from Department’s budget 
officer explaining need for and cost of 
Bonn buildings and source of funds. 
House—Supplemental appro- 203-1 ...do In opening statement and introductory 
priation bill, 1952 (June 1951). 209,214 | Mr. McCloy testimony Mr. McCloy stressed that 
5 the dollar appropriation being re- 
quested represented the smaller part 
of the total cost of HICOG operations 
and invited the attention of Congress 
to the local currency estimates. 

“* * * * we havea large deutsch- 
mark fund that we also apply to 
the purposes of the occupation in 
Germany which I really think 
Congress should be aware of.” 

do , Further discussion of local currencies. 
Mr. Wolfe 
For record Table on deutschemark exi nses fron 
: Department’s budget justification 
inserted. The explanation of this 
table in the Department’s justifica- 
tion material stated: 

“Major expenses financed from 
GARIOA counterpart include 
most of the deutschemark expenses 
of the United States public affairs 
program in Germany, relief of 
Berlin, and construction or acqui- 
sition of housing, office buildings, 
and information centers for use by 
the Department in Germany.” 

258-265 | Mr. Wolfe. _- ..| Further discussion of local currencies. 
261 |.....do “The programs we have referred 
to are the High Commissioner’s 
programs, and will amount in 
fiscal 1952 to DM 150,000,000 for 
HICOG administration, public af- 
| fairs, and construction; * * *” 
For record soa Table showing dollars and local cur- 
rencies for public affairs and showing 
share of costs of buildings (lands and 
structures) chargeable to that pro- 
gram. 
House Report (82d Cong., Ist 36 “Tt should be pointed out that, 
sess., No. 890) (August 1951) | with respect to Germany, the 
dollar appropriations will be sup- 
plemented during fiscal year 1952 
in the approximate equivalent of 
$185,000,000 in deutschemarks,* * *”’ 
Senate—State, Justice, Com- 284-288 Mr. Lewis aoe " , ; ar 
merce, and the Judiciary ap- | 201-203 Mr. Kimball ls Full discussion of Bonn buildings and 
Y ot 2 5 OKO 900.2 Mr. Wilber__-_--- other buildings in Germany. 
propriation, 1953 (June 1952). 299-301 Mr. Humelsine 
847-850 | For record __...... Comprehensive statement on construc- 
| tion of buildings in Germany includ- 
ing need for buildings, number of 
units constructed, congressional re- 
view of program, authority to use 
local currencies, data on the build- 
ings. 

Letter from Department’s budget 
officer relative to procedure for con- 
gressional review and authority to 
use local currencies, 
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Mr. Brownson. I notice in 1950 you referred to the testimony of 
Mr. Voorhees relative to the use of GARIOA counterpart funds for 
United States purposes. 

Mr. Wotre. That is right. At that time, in June of 1949, this was 
still military government, and was under the Defense Department. 
Mr. Voorhees was appearing in June of 1949 before the Appropriations 
Committees. 

Mr. Brownson. The activity was still under the Defense Depart- 
ment? 

Mr. Wo tre. That is correct, sir. 

Mr. Brownson. All right. Then we go down to your next appear- 
ance which you list, which is the appearance in fiscal year 1951. 

Mr. Wo re. That is right. 

Mr. Brownson. Then in May 1950? 

Mr. Wotre. March 1950. 

Mr. Brownson. March 1950. That is the presentation where the 
budget statement does not contain any statement with respect to the 
buildings except that one paragraph included in a table? 

Mr. Wotre. That is correct. 

Mr. Brownson. How thick was the budget you submitted? 

Mr. Wo tre. I have it here someplace. I would say it would be 
equivalent to that [indicating]. 

Mr. Brownson. It is about the size of a telephone book, yet three 
lines in a footnote was all the notification given Congress that this 
money would be used for buildings? 

Mr. Wo tre. I amsorry. The budget was transmitted to Congress 
but not printed in the hearings. The dollar budget was, but not the 
deutschemark budget. 

I might bring out there, again, if I may, that at that time, and even 
through last year’s hearings, emphasis by the committee was on the 
dollar appropriation and the question: “Are you using the maximum 
amount of deutschemarks so that we do not have to appropriate 
dollars?” 

Mr. Brownson. In the review of the budget for fiscal 1951, which 
occurred in March 1950, you did not, then, mention the building 
program specifically? 

Mr. Wotre. I do not recall in the hearings. I know we discussed 
it a good bit informally, because half of the appropriation hearings 
were off the record, and we would invariably get into long discussions 
off the record, and I am positive we discussed at some length at that 
time the Frankfurt project, because of the troubles we were having. 

In the following year, for fiscal 1952, we did the same thing with 
the Bonn project. 

Mr. Brownson. Why were the discussions off the record? 

Mr. Wotre. We would invariably get into political discussions 
that required classified information, political and economic and so on. 

Mr. Brownson. Do you recall with whom you had these off the 
record discussions in 1950 during which you may have referred to the 
building program? 

Mr. Wotre. In 1950 I do not think we referred to any possible 
building program in Bonn, because at that time we had given up the 
thought of moving to Bonn. We did discuss for a minute or two the 
Frankfurt project, because several Congressmen had received letters 
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of complaint from our employees because the families were still living 
in Berlin and the employees were in Frankfurt. They brought that 
particular problem up. Then in 1951, when we were in-the middle 
of the Bonn construction, it was discussed. 

Mr. Brownson. When did you appear for the justification of the 
1952 fiscal year budget in calendar year 1951? 

Mr. Wore. June 25,1951. I think Mr. Humelsine’had previously 
testified on it. We appeared in the hearings on the foreign aid appro- 
priations, and the regular State Department appropriation was heard 
before another committee. I think there was some overlapping of 
the two committees. I think Mr. Rooney was on both committees. 

Mr. Brownson. Going back to fiscal year 1951, I find in the memo- 
randum which you supplied us for the record, the one the General 
Accounting Office made up from the record, an itemization: 

Deutschemarks 
Rents and utilities 
NINE O0 TI riod aides veg eevee ana ba 2, 410, 520 
ee ee 9, 825, 000 
then in parentheses, ‘‘Construction at RIAS in April approximates 
900,000 deutschemarks,” but there is no reference that I can find to 
the Frankfurt project. 

Mr. Wo re. I will have to check those figures, but I think up to 
that time we had obligated part of the 9 million for the Frankfurt 
project. But again I would like to emphasize that this budget was 
principally an internal budget, and Congress did not spend the time 
on analyzing the deutschemark expenses as it did the dollar expenses. 
Again, their principal interest was, were we using the maximum 
deutschemarks. 

Mr. Brownson. Under ‘“Reorientation costs’? you have a break- 
down into salaries and other costs, and under ‘Other costs you have 
a little figure 1 above the word “Other,” and underneath you have 
the figure DM 49,529,538, then you have a footnote opposite the 
figure 1 in which you say: “These items cover expenditures for 34 
large Information Centers and 128 reading rooms.”’ 

In other words, that program was not broken down into very 
great detail at that time, was it? 

Mr. Woutrs. I might add here, when we took over in the fall 
of 1949 the method of handling local currency funds was not at all 
to our satisfaction, and it took me a year before I could prepare a 
budget on deutschemarks to my satisfaction. Our principal aim in 
that first year of operation was reducing the dollar expense, and the 
first big job that I had in Germany was reducing the number of 
Americans on the High Commissioner’s payroll from 2,600 to the 
neighborhood of 1,700. 

In the winter of 1949 and 1950, when I could recruit budget and 
management people into Germany I started on a deutschemark 
budget. Up to that time I used only what I had taken over. 

Mr. Brownson. Did you get this deutschemark budget rearranged 
to the point where you were happy with it by the time you testified 
on the appropriations for 1952? 

Mr. Wo rte. I was not completely happy with it, but I was satisfied. 
I was not completely satisfied with the deutschemark budget until 
fiscal 1953, and there is still room for improvement, undoubtedly. 
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Mr. Brownson. I notice you identify testimony regarding the 
Bonn project in considering the State Department appropriations 
in 1951? 

Mr. Wo re. That is right. That was by the Budget Officer and 
Mr. Humelsine. 

Mr. Brownson. Then you say [reading]: 

It is estimated that the cost of construction for this project will be 65 million 
deutschemarks. 

Mr. Wotre. Yes, sir. 

Mr. Brownson. And “this project” evidently refers to the pre- 
vious paragraph, where you say [reading]: 

In connection with the questions raised pe Senator Ferguson during the current 
hearings regarding the construction project at Bonn, Germany, concerning the 


moving of High Commission offices from Frankfurt to Bonn, I felt you would wish 
to have the following information. 


It is estimated that the cost of construction for this project will be 65 million 
deutschemarks. 

What was the actual cost? 

Mr. Wotrer. The estimate of cost, unfortunately, was in error. 
They were referring to the American housing project cost, as was also 
referred to in another memorandum. But | think if you will refer to 
the estimate my engineers made in February 1950, they said they 
could not possibly consider the move to Bonn until we were willing to 
appropriate from 125 million to 150 million deutschemarks. The 
final cost was 117 million. 

Mr. Brownson. But the subcommittee of the Senate was told in 
the testimony that it would cost approximately 65 million deutsche- 
marks? 

Mr. Wotre. Unfortunately, that represented the American housing 
project cost. 

Mr. Brownson. How much did the American housing project 
actually cost? 

Mr. Woure. 61 million. 

Mr. Brownson. This further states that, at the curreat rate of 
exchange, 65 milliom deutschemarks is the equivalent of approxi- 
mately $15 million. Here is the total detail in which the construction 
appears to have been discussed [reading]: 

The construction will consist of office buildings, apartment houses, and a few 
individual] residences for key officials. Housing facilities in and around Bonn, a 
small university town, have already become heavily overtaxed since Bonn was 
designated the capital of the German Federal Republic and the seat of the Allied 
High Commission. 

Nowhere do you discuss the theaters or recreation buildings, nor 
go into detail as to the housing. 

Mr. Wotre. Neither have we gone into detail before the Congress 
or before the Bureau of the Budget as to the expenditure of. 13 billion 
deutschemarks in Germany. This is no exception to the practice 
used and approved in the expenditure of deutschemarks or other 
counterpart funds. 

Mrs. St. Groras. If counterpart funds had not been available, and 
if you had had to come to Congress for dollars, do you not think that 
the Congress would have been very loath to appropriate dollars on 
this scale for the housing project, or for anything else of that mag- 
nitude? 
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Mr. Wo rs. I honestly do not think so, Mrs. St. George, if we 
could get the story across as to the reasons behind it. Even in the 
General Accounting Office report they have not inserted the reasoning 
we used in arriving at this conclusion. 

Mrs. St. GrorGr. Well, I would agree with you more, although I 
do not believe I would agree with you entirely, if I could see some 
permanence to this, but I do not see the necessity of its being regarded 
as permanent. I do not think you need anything like the layout you 
apparently have. I do not think it has done the German economy 
any harm. I can easily see it would help it, because these are fine 
buildings that will probably eventually be taken over by them. 
Certainly if things go right for our side, let us say, the German capital 
will of course be retransferred to Berlin, and a project of that magni- 
tude will not be required for an embassy. 

Mr. Woure. I am as certain as I am sitting here that the United 
States Government will get back every dollar put into that American 
housing project. I do not expect all 458 apartments will be used by 
American personnel when we come to the Embassy. However, 
people had to live in the interim, and that number was required 
for the interim operation. 

At the same time, as of today, as I think I mentioned yesterday, 
we are besieged with requests of Germans and of the diplomatic corps 
to either rent or sell to them some of these apartments, and already 
we have made arrangements that the first apartments we have vacant 
will be rented and the money received will be returned to the United 
States Government, either to reduce the operating expenses of the 
project, or it will go into miscellaneous receipts, whichever the Con- 
gress decides to do. 

Mrs. Sr. Grorae. As of today I do not see any ground for expecting 
that to go on forever. I can foresee when this whole installation will 
be just a shell. 

Mr. Wotre. If the capital of Germany moves to Berlin, I see no 
difficulty whatsoever in disposiag of this project, and I might say this 
is one of our thoughts. Suppose 5 years from now we do move to 
Berlin. How best to protect ourselves? ‘Take the title in the United 
States Government, and if you move to Berlin dispose of the project 
and have funds available to construct, or whatever is necessary, in 
Berlin. 

Mrs. Sv. Grorcr. You have a very optimistic view, in view of 
what has happened in this country to surplus housing. It may be 
that in Germany things will be different, but I think that is an opti- 
mistic view. 

Mr. Wotrr. If I may further answer that, my statement is based 
on talks that I have had not only with the German Government, but 
with Ruhr industrialists. 

Mr. Brownson. Would you say that this housing would have been 
less disposable had it been less elaborate in character? 

Mr. Wo tre. No, sir. 

Mr. Brownson. An economical housing project would have been 
just as disposable as this one? 

Mr. Wore. May I comment on that just a moment? I think 
probably we have a bit of misconception. When we are building 
apartment units in this country, we build them on the basis of a market 
that is available far beyond any capacity of the apartments. For 
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instance, if you build 458 apartments in this area, you have a popula- 
tion of a million or a million and a half to draw from. So you con- 
struct apartments—lI have a couple here. This is one of 360 units. 
49 percent are 1l-bedroom apartments; 39 percent are 2-bedroom 
apartments; and 12 percent are 3-bedroom apartments. 

Now, we have an entirely different situation with which to work. 
We have more or less a fixed population. We do not draw from a 
large population to fill the apartments. We must build them to fit 
the anticipated families we will have working for HICOG. So, 22 
percent are 1-bedroom apartments, versus 49 percent; 35.5 percent are 
2-bedroom apartments, versus 39 percent; this is very comparable, 
but when we get into the area of 3- and 4-bedroom apartments, we had 
to build 42.5 percent 3 and 4-bedroom apartments, versus 12 percent 
3-bedroom apartments and no 4-bedroom apartments in this building 
I am speaking of. 

Now, we talk about $21,000 per unit, and that is true, that is 
accurate. But if I build those apartments on the basis that I could 
rent almost anything I built, as we do here, then the cost per unit 
would be down, I would estimate, at least one-third. I can give a 
further example on the consular building program. 

Mr. Brownson. What would be the criterion as to the size of the 
family that will occupy these various apartments? 

Mr. Wotre. Our criteria are published in our report. For a man 
and a wife and 1 child, a 2-bedroom apartment; a man and wife and 2 
small children, a 2-bedroom apartment; a man and wife and 3 chil- 
dren, a 3-bedroom apartment. Of course, you have to take into 
consideration the age of the children and so on. 

Mrs. Sr. GrorGr. I was agreeably surprised to see that such a 
large percentage of these people have their mothers-in-law along. Itis 
quite noticeable, as well as gratifying. 

Mr. Wo tre. It is a minor point, Mrs. St. George, but if the mother 
is a bona fide dependent of the employee, she is taken into considera- 
tion in the space allotted. If she is not a bona fide dependent, she is 
not. 

Mrs. Sr. GrorcGe. Oh, I assure you I am a champion of mothers-in- 
law. 

Mr. Brownson. Do you think it a better policy to assign these 
apartments on the basis of size of family rather than on the basis of 
salary? 

Mr. Wo.re. Thank you for asking that question. I have been in 
Germany 4 years, and in the Foreign Service 6 years. I do not ask 
anybody to accept this statement, but I know that as personnel 
director of HICOG, I am able to get and retain a lot better people 
because we can give them adequate housing. One of the problems 
in the Foreign Service today is inducing a man to go overseas for a 
2-year assignment when he knows he is going to spend 3 months when 
he gets there hunting for a place to live, and then the place he finds 
may be inadequate. Half of our people in Germany are limited dura- 
tion employees. They are limited duration employees, because to 
bring them in the permanent Foreign Service is not practical when we 
know there are going to be reductions as ratification comes about. 4 

Mr. Brownson. I| would like to ask that the table of criteria for 
the assignments of apartments taken from the ‘‘HICOG Construction 
Program” Report be included in the record at this point. 
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(The report referred to, marked “Exhibits 24A and 24B,” is as 
follows: ) 


Exnuisit 24A 
HICOG HOUSING PROCEDURES 
Part I—HICOG Hovsine 


Section Section 
ee daeensedaet i  paeass. 


SECTION I-—-GENERAL 


Paragraph 
Purpose - ‘ 8 PROG iii dk. bien onan ds 
Definitions 1-2 
1-1. PurposEe 

This instruction establishes the procedure for the housing of authorized Ameri- 
can, Allied and neutral personnel assigned to the United States Mission and 
agencies sponsored by the United States Mission. 

1-2. DEFINITIONS 

1. Family means any of the following named members of the household of an 
employee: 

(a) Wife. 

(b) Children (including stepchildren and adopted children) unmarried 
and under 21 years of age or physically or mentally incapable of supporting 
themselves regardless of age. 

(c) Parents (including stepparents and adoptive parents) of the officer or 
employee, or of the spouse when such parents are American nationals who 
are 50 percent or more dependent upon the officer or employee for support. 

(d) Sisters and brothers (including stepsisters, stepbrothers, adoptive 
sisters and adoptive brothers) of the officer or employee, or of the spouse 
when such sisters or brothers are American nationa’s who are 50 percent or 
more dependent upon the officer or employee for support and who are un- 
married and under 21 years of age or physically or mentally incapable of 
supporting themselves, regardless of age. 

(e) Husband who is physically or mentally incapable of supporting himself. 

(f) When it is determined to be within the interest of the Government, 
a mother, sister, or daughter, regardless of age or dependency who acts as 
the official hostess for an officer or employee who does not have a wife residing 
with him at his post. 

(g) Memters of the immediate family 21 years of age or over who are 
attending school and are residing with the sponsor. 

2. Sponsor.—The sponsor will normally be the husband as head of the family 
except in situations wherein the husband is physically or mentally incapable of 
supporting himself or in situations in which the officer or employee is accompanied 
by authorized dependents other than a spouse. 

3. Responsible occupant—When family-type quarters are allocated to two or 
more employees without dependents, the occupants shall be jointly held respon- 
sible for the quarters, and, therefore, must be adults capable of accepting such 
responsibility. 

1-3. Poxicy 

1. Housing will be assigned in accordance with the following priorities: 

(a) State Department employees in Germany and personnel from other 
agencies who are assigned to the Mission. 

(6) Personnel from those agencies which receive logistical support from 
the mission. 

(c) Personnel from other United States Government agencies on a space 
available basis. 

2. Occupancy of quarters without prior assignment by the housing office is 
prohibited. 
> 3. Quarters will normally be assigned on the basis of date of application, 
although precedence will be granted to large families competing with smaller 
family groups for the same accommodations. 

4. When adequate accommodations have been provided, moves to other 
quarters will not be approved unless a change is indicated by virtue of a change 
of dependency status or for the benefit of the mission. 
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5. Assigned quarters may be retained when on temporary duty or authorized 
leave and during the temporary absence of dependents. Before departing on 
authorized leave or temporary duty to the United States, the sponsor will name a 
responsible clearance representative who is either a United States, Allied, or 
neutral employee. Form AE-200, Designation of Clearance Representative, 
will be used. 

6. Assigned quarters may be retained by an employee who is transferred to 
another post for a period not to exceed 30 days. 

7. Additions, alterations, or changes to construction, grounds, or installed 
facilities, such as fences, gardens, plumbing, heating, and electrical fixtures are 
prohibited. Changes to color schemes (painting), furnishings, etc. may be made 
only with the approval of the appropriate space management office, and providing 
that the occupant agrees to pay for the change and for the restoration of the 
premises or furnishings, etc. to the original color and condition. 

8. Dogs may be kept in housing developments provided that they are kept on 
a leash and not allowed to run loose within the project area. Owners will be 
held responsible for any nuisance and damage caused by pets. Regulations 
governing control of pets are set forth in each Army post area and by staff 
memorandum in the Bonn enclave. 


Exnursit 24B 


SECTION 2-—PROCEDURE 


Paragraph 
Assignment. 2-1 Furniture and equipment 
Maintenance and repairs_ 2 


2-1. ASSIGNMENT 

1. When an officer or employee reports for permanent duty he will be issued a 
request form by the services and transactions branch and will submit it to the 
accommodations unit for determination as to type of quarters for which he quali- 
fies. When available, quarters will be assigned and the accommodations officer 
will be guided by the size of family and qualifications as follows: 

(a) Under no circumstances will more than 2 persons be assigned to 1 
bedroom. 

(b) Two children of opopsite sexes may be assigned to 1 bedroom, up to 
and including 6 years of age. 

(c) Two children of the same sex may be assigned to one bedroom regard- 
less of age. 

(d) Authorized dependents may be assigned separate bedrooms on an 
availability basis when these dependents are the parents of the sponsor or 
his spouse, or other dependent adults. Dependents 18 years of age and over 
will be considered adults for this purpose. 

(e) Assignments of bachelors to units of two or more bedrooms will be on 
the basis of one bedroom per person, and vacancies occurring in such units 
will be filled by the accommodations officer from applications on file in the 
accommodations office. Due consideration will be given to harmonious 
living conditions. 

(f) Employees of sponsors will not be considered when determining quali- 
fications for family quarters. These employees may be assigned quarters 
only as follows: Upon application and when available maids’ rooms will be 
assigned to the responsible occupant who will be charged with the conduct 
of the maid. House rules are posted and nonadherence will be cause for 
denying use of the room. Decision to withdraw use of room will be made by 
the accommodations officer. Rooms will be assigned only for maids hired 
on full-time basis by employees. 

2. Sponsors eligible for family-type quarters will be assigned such quarters 
when dependents have not cnsnaranted them if the dependents are to arrive 
at the post not later than 30 days subsequent to the assignment. 

3. The accommodations officer will show the officer or employee available 
quarters, and after a selection has been made, will arrange for the joint inventory 
of the furnishings. 

4. The inventory will be conducted in the presence of the sponsor or responsible 
occupant who will sign the inventory record and assume full responsibility for 
maintaining the premises, furniture, and fixtures in the same condition in which 
they were received, exception being made for depreciation due to fair wear and 
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tear, and not the result of negligence or willful damage on the part of the sponsor, 
his family, agents, guests, and servants. This responsibility will include liability 
for damage to adjoining quarters when such damage is an end result of damage 
to his own quarters which was due to negligence or willful misconduct. A table 
of costs for replacement of items will be published by the space management 
section for the information of the occupant. There will be no breakage allow- 
ance. Broken or damaged items may be replaced by purchase or payment to 
cover the cost of replacement at the termination of occupancy. Replacement 
items purchased must be of the same quality and design as the original article. 

5. Arrangements for moving into a housing project from surrounding areas 
will be made by the accommodations office. Other moves will be in accordance 
with current travel and transportation regulations. 

6. As all units will be furnished completely, furniture which has been issued 
previously may not be moved into projects. Further, bedspreads, blankets, 
sheets, linen, towels, cleaning equipment, toilet tissue, will not be furnished by 
the accommodations office, and light bulbs will not be replaced after the original 
issue. 

7. When occupancy of quarters is to be terminated, a check-out inventory, 
similar to the initial inventory, will be taken. In the event loss, breakage, or 
damage in excess of fair wear and tear is indicated, the accommodations officer 
will prepare a bill of collection, form SF—1144, for settlement by the sponsor 
or responsible occupants. At the completion of the inventory the quarters must 
be vacated and keys turned in, unless there is to be continued occupancy on the 
part of authorized personnel other than the sponsor or responsible individuals. 
In this latter case, the employee leaving will be relieved of his responsibility and 
the responsibility will be reassigned in accordance with the same procedures as 
outlined in paragraphs 1—2.3 and 2—1.4 above. 


2-2. MAINTENANCE AND REPAIRS 


1. Firemen, gardners, housemen, and other maintenance and custodial per- 
sonnel will be employees of the United States Government and will work for and 
receive assignments from their appropriate units. 

2. The maintenance of quarters and other facilities is the responsibility of the 
engineers unit of space management section, and all work requests and complaints 
should be directed to them. 

3. Requests for repairs will be accepted by telephone and the work done as 
quickly as possible. The work will be done whenever possible in the quarters. 
However, if this is not possible, the occupant will receive a receipt for any inven- 
tory property which is removed, a Request for Supplies, Equipment and Services, 
form HICOG-23, stamped “turnin slip.” 

2-3. FURNITURE AND EQUIPMENT 

1. Requests to turn in furniture will be submitted in writing to the accommoda- 
tions office, where arrangements will be made to pick up the items. The sponsor 
or responsible occupants will receive a signed form HICOG-—23, and proper adjust- 
ments will be made in the permanent inventory record. 

2. Personal furniture and other housekeeping items may be utilized in any unit 
and may be used as replacement for any issued items. Some storage facilities 
may be made available for personal belongings in housing projects; however, the 
mission will not be responsible for loss, theft, or damage to belongings so stored. 
In the event the available space is not sufficient to meet an occupant’s require- 
ments, it will be his responsibility to make arrangements for storage by a private 
concern at his own expense. 

(Notrr.—Exceptions to these policies and procedures will be made only by the 
chief of mission or an officer designated by him.) 


Mr. Brownson. Now I want to ask you whether exceptions are 
made in the assignment of apartments? 

Mr. Wotrr. Yes, they are made. 

Mr. Brownson. In what cases? 

Mr. Wotrs. In the cases of senior officials who are required by their 
job to do extensive representation of the Government in their home. 

Mr. Brownson. Representation being synonymous with official 
entertainment? 

Mr. Wo tre. Yes, sir. 
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Mr. Brownson. May I ask, in addition to the Ambassador, whose 
house is already provided; and the five senior officials for whom houses 
have been provided; how many people would be included in that 
category of senior officials who are required by their jobs to conduct 
extensive representation? 

Mr. Wotre. Ten or fifteen at the most who would be given an 
exception and given a larger apartment even though they do not have a 
family. 

Mr. Brownson. I would like to ask you for short answers to the 
following questions based on testimony we had this morning. 

You said this morning Mr. McCloy actually made the decision on 
the move from Frankfurt to Bonn. Is that correct? 

Mr. Woutre. Mr. McCloy made the decision for the High Commis- 
sion, and submitted the recommendation to the Department; yes, sir. 

Mr. Brownson. Who in the State Department approved the move 
upon the submission of Mr. McCloy’s recommendation? 

Mr. Wotre. The Under Secretary of State. 

Mr. Brownson. Which one? 

Mr. Wotre. Mr. Webb at that time. 

Mr. Brownson. Was that approval by cable or memorandum? 

Mr. Wotre. It was. 

Mr. Brownson. May we have a copy of that for the record? 

Mr. Wours. I do not want to go to jail. We would have to para- 
phrase the cable. It is a classified cable. I will be glad to let the 
subcommittee have it, and so long as it is paraphrased, it is fine. 

(Exhibit 25—Paraphrase of Cable No. 4271 sent on November 21, 
1950 from HICOG to the Department of State follows :) 


Exuisit 25 


PARAPHRASE OF CABLE No. 4271 Sent on NovemBeER 21, 1950, From HICOG 
TO THE DEPARTMENT OF STATE 


I am faborably considering the movement of HICOG headquarters to Bonn 
upon completion housing and office space facilities estimated September 1, 1951, 
and have discussed this with all office directors and French, British, German 
officials. 

Plans under consideration include: 

(a) Construction of housing and office space for 500 United States and 
1,000 locals, warehouse and commissary corresponding to estimated long- 
term embassy needs. The total cost, including acquisition of land and 15 
(Note: Figure not clear in copy but looks as though it is a partially printed 
“o”’ sign) contingency estimated under DM65 million. 

(6) Transfer of 500 United States and essential staff locals to Bonn 
September 1951, leaving the Public Affairs and HICOG phase-out activities 
in Frankfurt until further contraction of the HICOG programs permit 
progressive location at Bonn of entire headquarters. 

(c) To the fullest extent possible prior to the initial move, the contraction 
of the Laender and headquarters programs. 

(d) Reorganization and accelerated phase-down plans resulting from move 
integrated with plans establishing embassy-type organization. 

(e) New Frankfurt housing project and office facilities to be utilized by 
Frankfurt HICOG staff and Army as long as required. Per original plan 
unused facilities revert to Germans. 

Foresee advantages of closer working relationship with Germans, British, French, 
all in Bonn area. Closer liaison with top Land government officials will be main- 
tained at Bonn. Emphasis on West Germany-wide public affairs programs and 
deemphasis United States zone control, economic aid, and reporting activities 
apart from consulate reporting; and recent political developments permitting 
assumption Bonn will remain seat Federal Government for at least 5 years indicate 
Bonn move desirable despite disadvantages of increasing expenditures counterpart 
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funds for additional facilities, operating split organization between Bonn and 
Frankfurt approximately 1 year, further separating HICOG headquarters from 
Heidelberg and residual unilateral zonal programs, and of creating further 
administrative difficulties. Also, expansion Bonn enclave facilities may deter 
possible German consideration transferring Federal Government to other location 
short of Berlin. 

For the critical years ahead I consider such a move essential, although I dread 
the inconvenience and expense involved in this move. 

Request no publicity to avoid possible complications resulting from premature 
release of this information. 

Appreciate earliest possible reply Department’s reaction to desirability of this 
move and to outline our implementation plan. 

McCutoy. 


(Exhibit 26—Paraphrase of cable No. 3972 sent on December 1, 
1950, to HICOG from the Department of State follows:) 


Exuipsit 26 


PARAPHRASE OF CaBLE No. 3972 Sent on DecEMBER 1, 1950, ro HICOG From 
THE DEPARTMENT OF STATE 


Replying to your cable of November 21, 1950, cable No. 4271, the move of the 
United States headquarters to Bonn is approved by the Department. The move 
to Bonn should not be done on a piecemeal basis, but the headquarters should 
remain at Frankfurt until the entire move can take place. This matter has been 
discussed informally with the Budget Bureau and ECA. Washington concurs 
subject to agreement to be sent directly from Paris office of the special representa- 
tive. We assume you will arrange for appropriate press releases in Frankfurt 
and Washington on a simultaneous basis 

Mr. Brownson. Mr. Wolfe, was the Foreign Building Office of 
the Department of State consulted on these construction plans? 

Mr. Wo tre. I cannot answer that, but I know Mr. Larkin was 
in Germany, and we went over the program with him generally, 
went over the site that had been proposed in case the decision was 
made, and he remarked he was satisfied with the engineering staff 
we had in HICOG, and if this came about he did not have the tech- 
nical staff to send over, and it would have to be a decentralized 
program. He asked if I was satisfied that our staff could do it, and 
my answer was yes. 

Mr. Brownson. May I ask how large an engineering and archi- 
tectural staff you had at that time, Mr. Wolfe? 

Mr. Woure. We had 2 engineers and 2 who were not qualified as 
engineers, but more as junior engineers. 

Mr. Brownson. Mr. King testified at that time Mr. Larkin had 
in Washington 42 professional staff members, and throughout the 
rest of the world a similar number. 

Mr. Wotre. My program was on this basis, sir, on that: (1) I 
emphasized to Mr. Larkin that we were going to have to work very 
closely with the Germans on this program, because we had a lot of 
objectives to hit on this program. Therefore, I wanted to work very 
closely with both the German Federal Government and the German 
State Government. We did that, and they provided us architects 
to assist in the program, two of them, without cost. 

There is a little more behind it. We had been living for 6 years in 
Germany on a requisition process. Everything we wanted and needed 
in the way of recreational area or facilities was requisitioned. Then 
a decision was made that we wanted to bring them into the rearmament 
program. We decided we wanted to work with them closely on the 
design, what they required in the community. 
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Our second point was, we knew we would have to combat the idea 
of isolating Americans. That was one of the principal reasons behind 
the approval of recreational facilities, to bring in Germans instead of 
excluding them as we had done 6 years. That, I might say, has been 
extremely successful. 

Mr. Brownson. You want to import Germans into the American 
community rather than have Americans mingle with them outside? 

Mr. Wo tre. No, sir. We do mingle with them. Eight of our 
nine shops are operated by Germans and are German shops. We have 
3,000 German children today using our gymnasiums and swimming 
pools and recreational facilities, and they are paying for themselves 
in that way. Half of those who use the recreational facilities are 
non-Americans. 

Mr. Brownson. You are inclined to agree with Mr. Riddleberger 
that the building of compound-type dwellings, where they are isolated, 
is generally not advisable? 

Mr. Wo tre. I certainly think it is not advisable. We tried every 
possible alternative to prevent the compound idea. It was a question 
then of 3 or 4 things: suitable site; the cost; and the time to do the 
job. I would like for you to try to imagine, from the day I first 
contacted the owners of the land, from that day until we completed 
moving 2,000 people to Bonn, was 10% months; and time was of the 
essence at that time. 

Mr. Brownson. Is the location of this shopping center such that 
it is available to both German employees of the United States Govern- 
ment and United States employees? 

Mr. Wotre. No. It is adjacent to the little community of Plitters- 
dorf, which is a section of Bad Godesberg, and now the German 
Government has come to me about constructing 240 apartments right 
adjacent to our area, and that will open it up even more. This was 
the only available piece of land in that area of a size sufficient to put 
the housing on. 

Mr. Brownson. You did not consult the Foreign Building Office 
concerning standards for constructing this housing? 

Mr. Wourer. There were none to my knowledge. There was no 
such space in the Foreign Service buildings operation. We had For- 
eign Service buildings, as mentioned in the GAO report, only $2% 
million, and that was for all of the employees. We had to house 100 
percent of the employees and I am not sure they had any plans. 
There were general discussions and unfortunately I did not make a 
memorandum for the record. 

Mr. Brownson. Did you consult them with respect to the Ambas- 
sador’s residence and the five houses for your top ranking officials? 

Mr. Wo ure. Yes, sir. 

Mr. Brownson. You did discuss it with the Foreign Buildings 
Office? 

Mr. Wotre. I would say we discussed it generally and verbally 
and informally on various trips they made to Germany and on trips 
which I made back to the States, but we did not put it all down on 
paper, or anything like that. 

Mr. Brownson. Who finally was the actual individual that ap- 
proved the construction of the Bad Godesberg project from a fiscal 
standpoint? 


33693—53 12 
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Mr. Woxrsr. We consulted these people, first, in our own office 
staff and it was approved by Mr. McCloy and it was sent back to the 
State Department and it was approved by the Under Secretary of 
State at that time. It was discussed with the Bureau of the Budget. 
I know a Bureau of the Budget representative was in Germany soon 
after we started and approved the idea. 

Mr. Brownson. May I ask who that representative was? 

Mr. Woure. Mr. Lawson. From the time we received the final 
approval of Mr. McCloy and the State Department, it was my re- 
sponsibility. Mr. McCloy delegated the complete responsibility for 
the project to me. 

Mr. Brownson. Do you have any records concerning these de- 
liberations? 

Mr. Wo tre. No, sir. I have not, other than these that you have 
seen here. 

Mr. Brownson. There should be some matter of record of the State 
Department approval of your submission of the plan. 

Mr. Wore. The plans were not submitted. The architectural 
plans were not submitted to the State Department prior to the be- 
ginning of construction. 

Mr. Brownson. I mean the fiscal plans—the programing for the 
whole project and the whole operation. 

Mr. Wourer. The general budget, yes, sir, it was submitted. 

Mr. Brownson. Do you have a memorandum on that? 

Mr. Woure. The original amount we set up for this program—we 
were limited because of the funds available, and that was 84 million 
deutschemarks. 

Mr. Brownson. And you have actual approval of the 84 million 
deutschemarks from the Department of State? 

Mr. Wo re. Yes, sir, I am sure we have. 

Mr. Brownson. Do you have that approved so you can insert it 
in the record at this point? 

Mr. Wotrs. The amount is not mentioned in here, but it was in a 
later budget. 

(Exhibit 27—“HICOG local currency budgets, fiscal year 1950-! 
and exhibit 28 “Selected portions of the HIC ‘OG deutschemark cole 
estimates, fiscal year 1952, beginning April 1, 1951, will be found in 
the appendix, pp. 388-397.) 

Mr. Brownson. Now, Mr. Wolfe, since you have Mr. Lay right 
there with you, we will go into another phase of this matter. First, 
is the consideration of the approval of this project from the legal 
standpoint for the use of counterpart funds. 

I would like to ask Mr. Lay at this time if he has prepared, or is 
yrepared to discuss, the legal authority for the utilization of the 
funds that were employed in the construction of the Bonn-Plittersdorf 
project from the standpoint of the Office of the High Commissioner. 

Mr. Lay. Yes, I am willing to discuss it. It has been discussed at 
some extent already, but I think it may bear some additional discus- 
sion. 

Mr. Brownson. Mr. Wolfe, is Mr. Lay the one who passed on the 
use of these funds from the legal standpoint? 

Mr. Wo rer. That is correct. 

Mr. Brownson. He advised you in that connection? 
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Mr. Wo.trr. We had discussed it over a period of time and when 
the project was finally approved, fortunately, I just said ‘Houston, 
maybe we had better put this on the record’. So, his memorandum 
of December 6th to me is this legal opinion. 

Mr. Brownson. I ask unanimous consent that this memorandum 
be numbered exhibit 29 and be introduced in the record at this point. 

(Exhibit 29 referred to above is as follows:) 


ExuisiT 29 
DecemMBeR 6, 1950. 
Use or LocaL CURRENCIES FOR PURCHASE OF LAND FoR OccUPATION_PURPOSES 


You have orally requested a legal opinion as to the availability of certain local 
counterpart currencies for the purchase of land which will be used as sites for 
offices and residences for HICOG personnel and which you are willing to certify 
will be used ‘‘* * * in connection with the government, occupation, and control 
of occupied areas in Germany, * * *” 

Public Law No. 759, 81st Congress, title 3 of which constitutes the appropriation 
to the Department of State for Government in Occupied Areas of Germany, 
contains the following language at page 185: ‘‘Provided further, That the Depart- 
ment of State is authorized to utilize for carrying out the purposes of this appropri- 
ation, including unforeseen contingencies, without dollar reimbursement from this 
or any other appropriation (1) currencies deposited in Germany by the Federal 
Republic of Germany in accordance with section 115 (b) (6) of the Economic 
Cooperation Act of 1948, as amended, and which may be made available by the 
Economie Cooperation Administration, (2) currencies otherwise deposited in 
Germany by the Federal Republic of Germany and which become available for 
use of the Government of the United States, its representatives, or agencies in 
Germany, in such quantities and under such terms and conditions as may be 
determined by the Secretary of State after consultation with the Administrator 
for Economic Cooperation and (3) other currencies derived from activities carried 
on under this appropriation:” 

The information given indicates that the local currencies which it is proposed to 
use are currencies covered by one or more of the three categories enumerated in the 
above quotation. The general purpose of this appropriation, as stated in the first 
four lines of Title 3, is ‘For expenses, not otherwise provided for, necessary to meet 
the responsibilities and obligations of the United States in connection with the 
government, occupation, and control of occupied areas of Germany, * * *” 

It is my understanding that facilities for offices and living quarters are ex- 
tremely scarce, if not actually unavailable, in the locality in question, and you 
have advised that the land which it is desired to purchase will be utilized as sites 
for offices and living quarters for use by HICOG personnel in the performance 
of their responsibilities and duties under Public Law No. 759. Although it 
might be possible to obtain the use of the necessary land by requisition or by 
lease rather than by purchase, the decision as to the method of acquisition to be 
used appears to be within the realm of administrative discretion. There is 
adequate legal justification to hold that the expenditure of funds for sites for 
offices and residences for HICOG personnel is a utilization of the funds ‘“* * * in 
connection with the government, occupation, and control of occupied areas of 
Germany, * * *”’ 

The question of availability of the counterpart funds for the purposes indicated 
is novel and no exact precedent is known. However, even in the absence of 
language similar to that contained in the appropriation act quoted above, the 
General Accounting Office approved the issuance of special deposit account 
numbers for funds derived from occupation activities and approved the use of 
such funds for occupation purposes. 

In presenting the problem to the GAO the Department gave numerous examples 
of possible expenditures but indicated that it was impossible to foretell all possible 
needs. While a project of the magnitude contemplated here was not discussed 
with GAO it is my recollection that some mention was made of the possibility 
of providing and equipping office space and even living space. In this instance, 
we have express statutory authorization to utilize the counterpart funds specified 
in the appropriation language for carrying out the purposes of the appropriation 
which purposes are, as above noted, ‘‘* * * the government, occupation, and 
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control of occupied areas of Germany, * * *”’ Under these circumstances, it is 
concluded that the use of the counterpart funds in question for the purchase of 
land for the purposes indicated is a use “‘* * * in connection with the govern- 
ment, occupation, and control of occupied areas of Germany, * * *” and is 
legally proper under the terms of Public Law No. 759. This authority would 
appear to be separate and distinct from the authority contained in the Foreign 
Service Buildings Act of 1926, as amended, (22 U. 8. C. 291-300) but it would 
be advisable to follow as closely as practicable the procedures therein established 
It is assumed that the normal procedures of obtaining a license under the mora- 
torium on foreign investments in Germany will be observed. 

This memorandum relates only to the legal points involved and no position is 
taken in respect to policy matters. 

Distribution: 

GC—Mr. J. A. Bross. 
Concurred by—Mr. F. 8. Hannaman, Chief, Legal Advice Division. 


(Notge.—Reference should be made also to other memorandum 
concerning the legal aspects of the matter set forth as exhibit 10, 


p. 70.) 
Mr. Brownson. Mr. Lay, before you get into further discussion 
of this matter, was a formal legal opinion ever sought by you from the 


State Department on this subject? 


TESTIMONY OF S. HOUSTON LAY, ASSISTANT TO THE GENERAL 
COUNSEL, OFFICE OF THE UNITED STATES HIGH COMMISSIONER 
FOR GERMANY 


Mr. Lay. The State Department approved it and the approval 
did come through about the same time that I was working on it. 

Mr. Brownson. Would it be your considered opinion then that 
the State Department did consider your opinion as a formal opinion 


in this case? 

Mr. Lay. The State Department approval of the project had 
actually come through before I wrote my opinion, but I considered 
my opinion as being a fair statement of the law. 

Mr. Brownson. Was that procedure, in line with the policy of 
HICOG? Was it your policy to spend large sums of funds for Ameri- 
can use without a legal opinion from the State Department, relying 
only on your own opinion as his legal adviser? 

Mr. Bay. We would not, ordinarily, request the State Department 
to furnish us with a separate legal opinion, but as was the case in 
this instance the over-all project was put to the Department and 
approval of the Department was requested on an over-all basis. 

Mr. Brownson. Do you know, Mr. Lay, whether the State Depart- 
ment itself sought a legal opinion from within the State Department 
here in Washington before they submitted their memorandum of 
approval? 

Mr. Lay. I have searched very diligently in the Department 
records to determine if a formal, written opinion on the question was 
sought, and I have not found any record of it. I had assumed that 
there probably was and there may have been, but I cannot locate 
any record of such a study having been made that is, in the Depart- 
ment. 

Mr. Brownson. Who would have been the responsible official in 
the State Department at that time who would have directed such 
legal activities and who might have written an opinion? 

Mr. Lay. The legal adviser, of course, is the senior man responsible 
for legal work of the Department. 
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Mr. Brownson. What was his name? 

Mr. Lay. It was Mr. Adrian Fisher at that time. 

Mr. Brownson. Thank you. If you will, please, proceed with 
your statement as to the basis for your opinion. Mr. Kennelly, did 
you have a comment? 

Mr. Kenne.ity. We would appreciate it, Mr. Lay, if you would 
make this statement as complete as possible and in your justification 
that you go further than merely reiterating the statements that were 
in your original memorandum to Mr. Wolfe of December 6, 1951, 
but also that you touch on some of the questions that were raised in 
the GAO report dealing with the legal questions and answers from 
your point of view so that we will have an integrated and full picture 
of what the State Department stated on this legal question and its 
stand on this legal question, for the record. 

Mr. Lay. Yes; I would like to do that, because there are additional 
authorities which I did not mention in my opinion and which have 
been referred to and brought forward in the memorandum prepared 
in the Department, in supplementation of the material that has 
previously been submitted. 

I think it might be well to mention that the construction program 
in the Bonn area can be divided into three categories. One is the 
office building, the second is the German housing projects, of which 
there are two, and the third is the American housing project with the 
community center involved there. 

The funds used in the construction program of all three of these 
categories are from the counterpart funds referred to in the 4th 

roviso of title 3 of Public Law 759 of the 81st Congress. The office 
Cuilding belongs to the Federal Republic subject to our use for as 
long as we like, the condition being until a new embassy is com- 
pletely constructed, and if we never chose to construct a new embassy 
in that area, we may use the office building indefinitely. The German 
housing project, built for the German personnel employed by 
HICOG 

Mr. Lantarr. Do you know why there was a distinction with 
reference to the legal title to these lands on which these projects 
were built? 

Mr. Lay. I will have to defer to Mr. Wolfe as to the policy reasons 
for the different approach to it. 

Mr. Lantarr. There were no legal reasons for it? 

Mr. Lay. No, sir, not that [knowit. To the best of my knowledge 
the distinction was purely for policy reasons and, perhaps, practical 
reasons. The title to the housing built for the German employees of 
HICOG, belongs also to the Federal Republic. However, we have con- 
trol over the rental charges, and the persons who may occupy it, and 
the maintenance standards as long as we have need for the use of 
those facilities for our German employees. ‘The personnel who live 
in the Bonn housing project pay their rental to the Federal Republic 
and not to the United States. 

Although all of these projects were constructed from the same 
source of funds and the three categories were completed in order to 
meet an urgent requirement of the United States in connection with 
Government occupation and control of the occupied areas of Germany 
and the policy decision had been taken and it was necessary for 
HICOG to move to headquarters from Frankfort to the Bonn area. 
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Mr. Brownson. I think we have pretty well developed thé policy 
side of this question from Mr. Wolfe, and unless there is some place 
that you have a difference of opinion with Mr. Wolfe as to policy, I 
would like you to discuss, particularly, the legal aspects. 

Mr. Lay. I will try to keep my comments as brief as possible. 

As I interpret the General Accounting Office report, they have not 
raised any legal question as to the office building, or as to the German 
housing project where title to the land and title to the property is 
in the Federal Republic, but because of the fact that we have taken 
the title to the American housing project in the name of the United 
States, they have stated not that it is illegal—they have very cate- 
gorically avoided such a statement as that—but have said it raises 
a legal question. 

In connection with the legal aspects of it, I desire to emphasize 
the fact that Germany was at the time of the construction of these 
projects, and still is, an occupied country. The construction, again 
I wish to emphasize, was to meet an urgent need for occupation 
purposes. The fact of the acquisition of title in the case of the 
United States was subordinate to, and incidental to the need to 
meet an occupation purpose. 

Under international law I do not believe that there is any question 
but that we could have used the occupation power of requisition 
demand and forced the Germans to have supplied us with the necessary 
housing and office space. The cost presumably would have been 
almost exactly the same as it was, because the Germans would have 
had to have built it according to United States specifications for our 
purpose. 

Also, there is no doubt but that the cost of occupation funds could 
have been used if there had been property of a suitable nature avail- 
able. We could have forced payment for the use of the occupation 
funds and, in my opinion, the use of the counterpart funds referred 
to in Public Law 759 was legal and proper for this purpose. 

The statutory authorization i is in very broad terms. So broad, 
fact, that even Mr. Ellis quoted from a speech recently given by the 
Comptroller General, suggesting that Congress may have given the 
executive branch of the Government so much authority that it was 
giving up responsibility which it should retain. 

Here, I think, we have the real substance of the General Accounting 
Office report. The General Accounting Office thinks that the Depart- 
ment had been given substantially more authority than it should 
have been given, and while the GAO has raised a legal question, they 
have been very careful not to say that in their opinion it was illegal. 

The Department’s position, as distinguished from my own personal 
opinion as to the extent of the authority contained in Public Law 
759, is that the Department did act within its legal authority, and to 
support this position, I invite again attention to Public Law 759. 
The broad over-all authority of the appropriation act is stated to be 
for expenses not otherwise provided for, necessary to meet the re- 
sponsibilities and obligations of the United States in connection with 
the government, occupation, and control of occupied areas of Ger- 
many. The only limitation under that is ‘subject to such regulations 
as the Secretary of State may prescribe.” 





USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 175 


The fourth proviso of the same appropriation act relates specifi- 
cally to the counterpart funds. In the first part of it, which is par- 
ticularly pertinent in this connection where it states: 

Provided further, That the Department of State is authorized to utilize, for carry- 
ing out the purpose of this appropriation, including unforeseen contingencies, 
without dollar reimbursement, from this or any other appropriation— 

and thereafter follow the categories of the local currency which may 
be used—— 

Mr. Lantarr. That was just for expenditures authorized by that 
appropriation bill and this particular project had not been authorized 
by this bill. 

Mr. Lay. This appropriation act authorized the utilization of the 
funds necessary to meet the responsibilities and obligations of the 
United States in connection with government, occupation, and control 
of the occupied areas of Germany. The General Accounting Office 
has raised no question about the expenditure of funds to provide 
housing and office space. They have raised objection because in the 
one instance we, as well as providing for an urgent occupation need, 
also acquired a tangible asset, which will be of value to the United 
States after the occupation is ended. 

Mr. Brownson. What was the date of that act, Mr. Lay? 

Mr. Lay. It was the general Appropriation Act of 1951, approved 
September 6, 1950. 

Also, I would like, particularly, to call your attention to the lan- 
guage, ‘unforseen contingencies” and the language “without dollar 
reimbursement from this or any other appropriation.” I think that 
clearly indicates that it was not the intent of Congress that we should 


have a dollar appropriation which we would utilize to put the dollar 
equivalent into miscellaneous receipts of the Treasury if we used 
these counterpart currencies. That is the case in connection with 
some of the other appropriation acts. For example, the language 
appearing in the same sa appropriation law on page 17, under 


the heading ‘‘ Building fund,” the funds for carrying into effect the 
act of July "25, 1946 (22 USO, 295 (b)), included the language: 

For all buildings aequired under said Act, $6,500,000, which is exclusively for 
expenditure under the provisions of said Act, which relate to payments represent- 
ing the value of the foreign property or credit provided specifically authorized, 

The rest of it relates to 10-year leases, which is not pertinent. 
This last I have just read constitutes a dollar appropriation, but it 
may be expended only through the use of foreign credit. 

Moreover, when $500,000 worth of foreign credits are spent in 
accordance with this provision, then the Department of State must 
deposit in the miscellaneous receipts of the Treasury from this appro- 
priation $500,000. I point out that distinction because, while the 
General Accounting Office report has not made any particular point 
of that particular provision, they have raised the question to me in 
private conversation; and since it was evidently part of their thinking, 
I wish to call it to your attention for that purpose. 

Mr. Lanrarr. I[ still do not understand the legal distinction between 
using the counterpart funds to construct a building on German-owned 
land, the title to which will revert to the German Republic, when we 
have no further use for it, and the use of these counterpart funds for 
construction on property belonging to the United States. 
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Mr. Lay. That is the distinction which the General Accounting 
Office made, and they have made that distinction, suggesting and 
arguing that Revised Statute 3734 applies to that situation. Revised 
Statute 3734 appears in the United States Code at 40 U. S. C. 259. 
The language reads: 

No money shali be paid, nor contracts made for payment, for any site for a 
public building in excess of the amount specifically appropriated therefor. 


Also, I should call your attention to 

Mr. Lanrarr. That just refers to the site and not to the construc- 
tion. 

Mr. Lay. But, I want to also call your attention to 40 U. S. C. 267, 
which does have provisions relating to construction: 

No money shall be expended upon any public building until after sketch plans 
showing the tenative design and arrangement of such building, together with 
outline description and detailed estimates of the cost thereof, shall have been 
made by the Public Buildings Administration (except when otherwise authorized 
by law), and said sketch plans and estimates shall have been approved by the 
Federal Works Administrator and the head of each executive department who 
will have officials located in such building; but such approval shall not prevent 
subsequent changes in the design, arrangement, materials, or methods of con- 
struction or cost which may be found necessary or advantageous: Provided, that 
no such changes shall be made involving an expense in excess of the limit of cost 
fixed or extended by Congress, and all appropriations made for the construction 
of such building shall be expended within the limit of cost so fixed or extended. 


That also is basically from the Revised Statute 3734 authority and 
from original statutory background which goes back to 1870. 

Mr. Lantarr. Do you not think that these two statutory provisions 
which you have cited—that is, the prohibition against spending any 
money for building sites without congressional approval or authori- 
zation, and the further prohibition which you have just cited with ref- 
erence to spending money for buildings—would prevail over a general 
authorization authorizing you to use funds not otherwise appropriated 
for the purpose of carrying on the occupation of Germany? 

You are saying that this generalized language gives you authority 
to override specific prohibitions placed in the law by Congress with 
reference to buildings. 

Mr. Lay. Part of the additional authority appears in the first pro- 
viso of Public Law 759, title 3, which reads: 

Provided, That provisions of law, including current appropriation acts applicable 
to the Department of State, shall be available for application to expenditures from 
this appropriation. 

That is the provision which Mr. Ellis said yesterday in his testimony 
was so broad he did not understand it. 

Mr. Lanrtarr. If it is so broad that it is subject to question as to 
whether or not you have authority, would it not be reasonable to look 
to specific declarations of Congress on the question of buildings, and 
if you did that you would find specific prohibitions which would indi- 
cate the congressional intent that no department was to acquire prop- 
erty for building overseas or was to construct buildings overseas with- 
out prior approval of Congress. 

Mr. Lay. The basic purpose of this construction was, as I have 
originally said, to meet an urgent occupation purpose. 

Mr. Lantarr. The point i am getting at is this, Mr. Chairman: 


We are getting into a lot of conjecture as to whether or not authority 
was available or not, and we have two specific laws on the subject of 
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buildings. In December 1950, when it was decided to build this con- 
struction, why would it have not been simple for the State Department 
to have consulted with the Appropriations Committee here to deter- 
mine whether or not sufficient authority was available? 

Mr. Lay. Sir, I was not in Washington at the time; I was in 
Germany. 

Mr. Lantarr. Would it have been normal for you to have con- 
sulted with the State Department when you saw there were two 
specific prohibitions in the law which you had to consider in arriving 
at your legal opinion and to have consulted with them, in view of the 
fact that you have specific laws with reference to buildings, instead 
of trying to rely on a generalization for your authority? Would it 
have not been logical to have consulted with Congress about that? 

Mr. Lay. In addition to the very general and broad authority 
here, which includes authority to use these counterpart funds for 
unforeseen contingencies, we also had available the Foreign Service 
Building Act. 

Mr. Lantarr. What was unforeseen about this? This had been 
planned for some time, had it not? 

Mr. Lay. It was quite unforeseen. I idd not know, and certainly 
the testimony that has previously been given indicated that the deci- 
sion to move to Bonn was not made until after a very thorough trial 
had been made at operating from Frankfurt. 

Mr. Lantarr. I disagree with you. Any decision like that that 
had been pending at headquarters for a year is not what Congress had 
in mind when it mentioned “unforeseen circumstances.”’ 

This probable move had been discussed at HICOG for a year, and 
that is not unforeseen. 

Mr. Lay. That is something of an emergency nature 

Mr. Lantarr. You are saying it was unforeseen becausc of the 
decision that was made at HICOG? 

Mr. Wo tre. It was because of the changed circumstances between 
Korea and October 27, when—— 

Mr. Lanrarr. I have heard a lot about Korea. What has it got 
to do with the situation there? 

Mr. Woure. Well, it changed our policy in Germany; it was the 
beginning of our whole change. 

Mr. Brownson. When was the foreign ministers conference? 

Mr. Wotre. In December. 

Mr. Brownson. That was after the decision was made? 

Mr. Wore. That is correct. We had plenty of information 
leading us to believe that a change of United States policy had 
definitely come about before the foreign ministers conference. 

Mr. Brownson. You had a period of 5 months after Korea broke 
and before the project was actually authorized in which you could 
have consulted with the State Department on the matter? 

Mr. Wotrer. Mr. Chairman, I do not, in any way, want to leave 
any impression that we deliberately avoided any discussion with 
Congress. Certainly, looking back on it at the present time in the 
light of these hearings and other hearings, I think it was advisable 
that we should have consulted Congress on it, but I again repeat 
that we were carrying on tremendous projects throughout Germany 
of all types and description that you can think of in an occupation. 
Il am not a lawyer. Let us throw the legal point aside just a minute, 
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and let us assume that the General Accounting Office is right and 
that it is illegal or declared illegal; and, as I look back on it today, the 
only error then made is in creating a United States asset. I should 
have put it in the name of the German Government. 

Mr. Lanrarr. I cannot agree on that, and I think we are belaboring 
a point there and actually as I see it from this testimony we are getting 
here today, you knew, or through your counsel, knew there were two 
specific prohibitions in the law against building without prior approval 
and yet you had to find some general provision in the law under which 
you thought you could start a building program in Germany, which 
excepted you from the State Department operation any place else in 
the world, because any place else in the world would have had to come 
in under the foreign buildings program and the construction and plans 
would have had to have been approved. 

Mr. Lay. No, sir, as I have mentioned under the first proviso, we 
had authority to utilize the Foreign Service Buildings Act, which is a 
fairly integrated act within itself, and in connection with Foreign 
Service buildings operations, the general interpretation of the Depart- 
ment has been that they take the place of this U. S. 3734. 

Mr. Lantarr. Did we not have testimony yesterday that this oper- 
ation was exempted from the Foreign Service Buildings Act? 

Mr. Lay. In the memorandum which I wrote in December of 1950, 
I took the position that the general authority which we had in this 
appropriation act was broad enough to authorize us to go forward with 
the construction for an occupation purpose, without utilizing the first 
proviso. However, I do not wish to argue that point, because there is 
authority under the first proviso to utilize the authority contained in 
the Foreign Service Buildings Act. 

I think there are two questions: One, is whether we utilized the 
Foreign Service Buildings Act and the other is as to whether the 
authority to go forward under this is carried out by the Foreign 
Service Buildings Office, or is separately delegated to HICOG, and 
it was the latter that was done. 

Mr. Lantarr. Why was the decision made if you so advised 
HICOG that you could do this under the Foreign Service Act? Why 
was the decision made not to proceed with this building program 
under the Foreign Service Buildings Act? 

Mr. Lay. I am saying that the authority of the Foreign Service 
Buildings Act was utilized. However, the office in the Department 
of State which usually handles Foreign Service building matters was 
not utilized in carrying out the program. Instead of the Secretary 
directing the Foreign Service Building Office in the Department to 
carry out the construction program, as would be done in the ordinary 
country, the Department said the job was specialized and too big and 
that it would be carried out by HICOG. 

I think Mr. Wolfe can give you a little more information on that 
point. I did not participate in the discussions which led up to the 
delegation of authority to the HICOG officials, rather than carrying 
it on through the Foreign Service Buildings Office. 

Mr. Lanrarr. I think you hit the nail on the head. It was too 
big and specialized or too technical to carry it on under the Foreign 
Service Buildings Act. 

Mr. Lay. No, sir, it was under the Foreign Service Buildings Office 
and the act contains sufficient authority —— 
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Mr. Kennetuiy. You did know that this was a new procedure and 
it was the first time that funds of this nature were used for buildings of 
this nature. 

Mr. Lay. Yes, sir, and so far as I know, even today, it is practically 
a situation without precedent so far as certain aspects are concerned, 
where the State Department had the responsibility of governing a 
very substantial part of Germany and in participating in the govern- 
ment of the three western areas of Germany and the three western 
sectors of Berlin. 

Mr. Kenne ty. I would like to point out one sentence from your 
opinion of December 6, 1950, which is in the record, here from you to 
Mr. Wolfe, when you say “The question of availability of counterpart 
funds for the purpose indicated is novel and no exact precedent is 
noted’’. So, at least, at that time you did know that it was a new 
precedent or procedure and not used before? 

Mr. Lay. I recognized it as being quite a novel procedure. How- 
ever, I was satisfied, and I am still satisfied, that there is legal author- 
ity, and was legal authority and is presently legal authority to proceed 
as we did. 

Mr. Kenneviy. And it was your opinion. 

Mr. Lay. If I had had serious doubt on it, I would have suggested 
to Mr. Wolfe that further clearance should be obtained on the legal 
side of it. I did take it up with my immediate superior at that time, 
whose concurrence is shown on the bottom of the memorandum in 
the copy you have there. I also discussed it with the Deputy General 
Counsel and the General Counsel who had the paper for an hour or 
two. However, in fairness to them, I must say they relied on my 
judgment on it and probably did not make a very detailed study of it. 

Mr. Kennexiy. Your chief then was Mr. F. 8. Hannaman? 

Mr. Lay. Yes, sir; at that time. 

Mr. Kennetiy. Would you say, as an attorney for the State De- 
partment, that it is the policy of the State Department to go ahead 
with large expenditures of this nature when it receives advice that 
the legal authority involved is novel, even though it is unquestion- 
ably all right in the opinion of the attorneys? 

Mr. Lay. I would see nothing wrong about that. The attorneys 
are employed for the purpose of trying to give their legal opinions 
and the fact that a question is novel does not mean that they cannot 
give a correct answer on it. 

I am aware of the fact that the General Accounting Office has 
made some little point that the question was not submitted to them. 
As things have developed at this hearing, of course, it would have 
been preferable from our point of view had we cleared it with them 
and submitted the question formally to the General Accounting 
Office in 1950. 

I am pretty well satisfied, even now, that the General Accounting 
Office would have ruled in exactly the same way that we did. They 
may have used a different line of reasoning, and they might have 
suggested that we go to the Congressional committee and advise the 
Committee of what we were planning to do and ask for advice. 

Mr. Kennetiy. Do you think it would be a good practice in 
instances of this nature where large expenditures are to be made and 
the legal authority is novel, that the executive department involved 
should get an opinion from the Comptroller General? 
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Mr. Lay. As a result of this hearing and in this particular case, I 
think it would have saved us quite a few headaches and it probably 
would have saved the committee some little time. However, I do not 
see the necessity of going to the General Accounting Office on every 
novel question if we are satisfied with the interpretation of it. 

Mr. Kenneiy. Do you think the amount of money involved and 
the building of such an elaborate construction project would have 
some bearing on whether it should be or not? 

Mr. Lay. That would enter into it, yes. 

Mr. Kenne ty. If the question involved the buying of a rowboat, 
perhaps, the seriousness would be lessened. 

Mr. Lay. Yes. However, the legal question, whether it is a row- 
boat or something else, is still substantially the same legal question, 
but the practical consequences are, of course, much more important 
as the amount increases. 

Mr. Wo rer. If it is the legal advisor’s position to give us the advice, 
and if that is not in our opinion strong enough, then, yes, we should 
seek further advice, but in this case, insofar as Mr. McCloy was con- 
cerned and so far as all the rest of the top staff was concerned, to me 
that was sufficient and had we not been satisfied with it, we should 
have asked Mr. Lay to have gone further. 

Mr. Kenneviy. When you received the opinion from Mr. Lay, 
did you, or Mr. McCloy, go into all of the ramifications of other actions 
that had a bearing on this sort of thing? 

Mr. Lay. Mr. Wolfe and I had discussed it. 

Mr. Kenne.zy. I notice in the proceedings you have made no 
reference to the possible bearing that Public Law 3734 might play. 

Mr. Lay. I am just speaking about it now. 

Mr. Kennewtiy. You have now, but in the formal opinion you did 
not. You did not put into the record in order that there might be a 
formal document there showing the legal authority in that regard and 
I notice no reference was made to it in your memorandum. 

Mr. Lay. That is correct, because I did not think it applied to this 
particular problem. 

Mr. Meaprer. Would it have not been normal in a legal opinion to 
discuss the pros and cons of the issue and then arrive at your decision, 
and in that connection, would you very well have omitted 3734, if you 
had known about its existence? 

Mr. Lay. I knew about its existence and I had discussed it in some 
detail 3 years ago, but I do not remember how much, but I had dis- 
cussed it in some detail with Mr. Wolfe; I had discussed it in some 
detail with some of the other attorneys in the office. However, if I 
had written everything that could be written on the subject and dis- 
cussed in more detail all of the statutes that might possibly apply, I 
would have had an opinion 20 or 30 or 40 pages long. owever, I 
wish now I had written it in that manner. It would have taken a 
good deal less time to have written it then than it is to explain all the 
problems now. 

Mr. Wotrs. And, then, I would not have been able to interpret it. 

Mr. Lay. The operating people are interested in knowing what the 
basic problem is and having an answer. The operating people, of 
which Mr. Wolfe is one, rely on the attorneys that they have to 
give them the basic substance of the problem and the decision. 
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They are not ordinarily interested in going through all of the legal 
reasoning by which the decision is arrived at. 

Mr. Lantarr. In other words, do I understand your position to 
be that you did not think it was necessary to cite these specific pro- 
hibitions that might apply? 

Mr. Lay. If I had been writing a decision which covered every 
possible point, yes. 

Mr. Lantarr. You do not think that a provision in the law which 
says no building shall be constructed without prior approval therefor 
is a sufficiently important point to include in an opinion? Is that 
right? 

Mr. Lay. If I were writing a brief for a court, I would definitely 
consider it was necessary. 

Mr. Lantarr. You do not think that is sufficiently important or 
was sufficiently important in regard to the prohibition to call to the 
attention of Mr. Wolfe? 

Mr. Lay. In this particular case, I think it was discussed with 
him orally. I did not feel it was necessary to point out that provision 
of law in the memorandum opinion that I gave. 

Mr. Brownson. Do you recall an oral discussion about 3734, 
Mr. Wolfe.? 

Mr. Wore. Mr. Brownson, I received a liberal legal education 
going over this in preparation for the October 27 meeting, yes, sir, 
and we went through every phase. I believe Mr. Hannaman was 
there part of the time and several other people were there going over 
this thing, pro and con and every possible part of it, until my head 
was swimming. In fact, as I recall the conversation of 3 years ago, 
I ended up by saying, “Houston, is it legal or is it not legal?’ that 
is all I want to know, because my head is swimming too much now 
with all of this Revised Statute 3567 and all of that. 

Mr. Brownson. Mr. Lay said it was legal? 

Mr. Wo tre. Yes, sir, and it was after a great deal of discussion 
on this matter and on these very provisions of the law. 

Mr. Meaper. Mr. Lay, did you have in mind, in interpreting the 
proviso you have testified about, the report of the Senate committee, 
Senate Report No. 1371, which Mr. Wolfe read in part this morning, | 
believe in conjunction with this Senate Appropriation Act that we 
were talking about? 

Mr. Lay. Yes, I was familiar with that. It was section 114 (i), 
which was very definitely taken into consideration in connection with 
the opinion that I prepared. 

Mr. Meaper. Are you familiar with that paragraph—do you have 
that before you? 

Mr. Lay. 114 (i)? I have it here; yes, sir. 

Mr. Meaper. I am referring to the excerpts from this Senate 
Report No. 1371. Do you have that before you? 

Mr. Lay. No, sir; I do not. 

Mr. Meaper. I think Mr. Wolfe indicates that he has it. 

Mr. Wotrt. I have it right here, sir, if I can put my finger on it. 
Which fiscal year was that? 

Mr. Mraper. It was the 81st Congress, 2d session. I will read it, 
Mr. Lay. 

Mr. Lie: Yes, please. 
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Mr. Meaper. This is one of the paragraphs that is pertinent. 
|Reading:] 

Section 105 (b) of 8. 3304, contains two provisions that are extremely important 
to the full protection of American interests in Germany. The first provision gives 
the President authority to use ECA funds allocated for assistance to Germany ‘“‘to 
meet the responsibilities * * * of the United States in connection with the 
rehabilitation of occupied areas in Germany”’ including action essential ‘‘to prevent 
starvation, disease, or unrest. * * *’’ This means in fact that if an emergency 
arises (for example, one comparable to the blockade of Berlin), the President can 
divert ECA dollars to meet it. 

The second important provision of section 105 authorizes the Secretary of State 
and the Administrator to agree upon the amounts of counterpart which the Ger- 
man Federal Republic will deposit in the GARIOA special account. This is the 
natural complementary provision to that described above. It enables this Gov- 
ernment to use deutschemarks deposited as counterpart to meet “‘reorientation’”’ 
expenses in Germany and any emergency such as that described above when local 
currency rather than dollars can be used. 

The emergency referred to, or the type of emergency referred to was 
the Berlin blockade, was it not? 

Mr. Lay. That is the one referred to here. 

Mr. Meaper. Were you familiar with that language of the Senate 
report prior to the writing of this opinion of December 6, 1950? 

Mr. Lay. I do not recall that I had this specifically in mind at the 
time. However, I am sure that I read it at some time before that. 

Mr. Meaper. In your judgment as a lawyer, does that shed any 
light upon the authority granted for the use of deutschemarks referred 
to in connection with occupation responsibilities? 

Mr. Lay. I think it has some bearing on it. However, I again call 
your attention to the fact that we specifically have authority under 
the first. proviso of this title III, Department of State, government in 
occupied areas of Germany appropriation, to utilize any of the statu- 
tory authority which is available to the Department of State, and 
among those authorities is the Foreign Service Buildings Act which 
authorizes the construction of buildings and the acquisition of sites. 

Mr. Meaper. Mr. Lay, in giving this opinion, you were interpreting 
a provision of a legislative enactment, were you not? 

Mr. Lay. I did not understand that, sir. 

Mr. Mraper. You were interpreting the provisions of a legislative 
enactment? 

Mr. Lay. Yes, sir. 

Mr. Meaper. In order to arrive at the conclusion that it was legal 
to use these deutschemarks for the building of this Bonn project? 

Mr. Lay. Yes, sir. 

Mr. Muapsr. In interpreting a statute, and particularly when you 
are aware that the question is a new one and there are no precedents 
for it, do you think it advisable to consult the report of the committee 
in charge of the bill for the purpose of shedding light upon the intent 
of Congress? 

Mr. J I think that is always desirable, although the Supreme 
Court has said that in interpreting legislation one should use the 
legislative history, if there is any doubt as to the meaning. 

Mr. Meaper. I do not find it in your opinion, but would you 
contend that the move from Frankfurt to Bonn was an emergency of 
the character of the Berlin blockade? 

Mr. Lay. No, I would not; of course not. There has been no 
question raised, so far as the General Accounting Office report is 
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concerned as to the legality of the construction of the office building 
and of the construction of the German housing. 

Mr. Meaper. Let us just stick to this one question at this time. 

Mr. Brownson. At that point, this committee still reserves the 
right to raise objections as to the legality of any of these procedures. 

Mr. Lay. Yes, sir. 

Mr. Brownson. Whether covered by the General Accounting 
Office report or not. 

Mr. Worse. May I make a point there, Mr. Chairman, if you 

please? 

Mr. Mraper. I thought Mr. Lay was in the process of explaining 
how he justified this acquisition of land and the construction of 
buildings as contemplated by the Congress in allowing this latitude 
to the Sec retary of State in disc charging occupational responsibilities. 

Mr. Lay. Sir, the Congress at the time it enacted this law, recog- 
nized the fact that conditions in Germany were extremely unstable in 
the sense of the necessity of changes of policy and various unexpected 
or unplanned for needs, and it was for that purpose that, in my 
opinion, the Congress gave to the Department of State such broad 
authority. 

Mr. Meapemr. Let us follow that by reading the first line in the 
next paragraph of this report. 

The United States as one of the occupying powers needs maximum latitude in 
dealing with situations which may arise in Germany. 

Is is perfectly obvious to me from the character of this report that 
this latitude was given for unforeseen contingencies, as it says, for 
emergency situations of the type of the Berlin blockade, and not 
simply to erect office buildings and other housing developments. 

Mr. Lay. I believe the report there was speaking of dollar appro- 
priations. I think the latitude given on counterpart funds, whether 
correctly or incorrectly, was broader than the latitude given for the 
dollar appropriations. I would like to call your attention, in order 
to constrast the language contained in Public Law 759, to section 
1415 of Public Law 547 of the 82d Congress, which reads: 

Foreign credits owed to or owned by the United States Treasury will not be 
available for expenditure by agencies of the United States after June 30, 1953 
except as may be provided for annually in appropriation acts and provisions for 
the utilization of such credits for purposes authorized by law are hereby authorized 
to be included in general appropriation acts. 

I submit that the theory and the ploicy back of this language which 
I have just read is almost completely the reverse of the policy and 
theory expressed in Public Law 759. In this more recent enactment, 
section 1415, it expressly provides that the foreign credits will be 
utilized on almost identically the same basis as dollars. I think if 
Congress desires to do so, Congress can further tighten this language 
up by saying that foreign credits owed to or owned by any agency or 
instrumentality of the United States Government will not be available, 
and so forth. But that is a policy question which I think Congress 
should decide, as to thwther they wish to tighten it up. 

Jontrast that, if you will, sir, with the language contained in 
Public Law 759, where it says [reading]: 

Provided further, that the State Department is authorized to utilize for carrying 


out the purposes of this appropriation including unforeseen contingencies without 
dollar reimbursement from this or any other appropiration— 


and so forth. 
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It clearly indicates that Congress at that time was thinking of 
dollars and of counterpart funds as being entirely different things. 

The currency reform in Germany was fairly close in period of time 
then. I am not saying that this is desirable language to have in an 
appropriation act. That is a question tor Congress to decide. It is 
extremely broad in the authority which it grants to the executive 
branch of the Government. 

Mr. Meacer. Can you think of anything they could not do with 
these funds? 

Mr. Lay. If it were fairly and properly a part of the Government 
occupation and control of occupied areas, I do think that the Depart- 
ment of State had extremely wide latitude. Any evidence of bad 
faith, however, would certailny call for very strong condemnation. 

Mr. Meaper. What I have in mind is, if your only standard is 
whether it is in connection with, as you say in your opinion, Govern- 
ment occupation and control of occupied areas in Germany, that is 
such a broad and elastic phrase that almost anything could be covered 
under that, could it not? 

Mr. Lay. The language of the statute is that broad. The language 
of the statute says, for services not otherwise provided necessary to 
meet the responsibilities of the United States in connection with the 
Government occupation and control of occupied areas of Germany— 
yes, sir, it is very broad; it is extremely broad. 

Mr. Meaper. And in your opinion, that language, as broad as it 
is, is so forceful that it would override specific provisions that seemed 
to be in conflict with it; is that right? 

Mr. Lay. It is not necessary to take that interpretation because of 
the first proviso which makes available to the Department of State in 
its operations in the occupation of Germany, all of the general statu- 
tory authority of the Department, and authorizes the use of funds in 
accordance with those statutory authorities. So that it is not neces- 
sary to make that determination, which you raise. 

Mr. Lantarr. Will the gentleman yield? 

Mr. Meapenr. I yield. 

Mr. Lantarr. In that connection, I understand that you claim 
that you have further authority for the expenditure of these 
funds because of the general authorization in the Foreign Service 
Buildings Act? 

Mr. Lay. Yes, sir. 

Mr. Lantarr. Congress authorized the use of counterpart funds 
by the Foreign Service Buildings Commission and the Foreign Service 
Buildings Commission has come before Congress and asked for specific 
approval for the use of counterpart funds for specific purposes; is 
that right? 

Mr. Lay. They have had a dollar appropriation, sir. 

Mr. Lantarr. They authorized the use of so mush counterpart 
funds in place of that? 

Mr. Lay. They have had a dollar appropriation with which they, 
in substance, buy from the Treasury counterpart funds. 

Mr. Lantarr. But in each case, no buildings have been constructed 
by the Foreign Service Buildings Commission using counterpart 
funds, without coming to Congress first; is that right? 

Mr. Lay. I believe the position you are taking is in effect saying 
that the first proviso in this Public Law 759, on page 185, is without 
any meaning. 
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Mr. Lantarr. No; you mentioned that you had authority for this, 
further authority for this program, notwithstanding this conflict in 
the law, under the general authority contained in the Foreign Service 
Buildings Act? 

Mr. Lay. Yes, sir. 

Mr. Lantarr. Let us stay with that for just a minute. No 
counterpart funds have been expended under the Foreign Service 
Buildings Act without specific approval of Congress; is that right? 

Mr. Lay. In this particular case, the Department of State was 
authorized to utilize these counterpart funds without dollar reimburse- 
ment from this or any other appropriation. 

Mr. Lanrarr. But not for this particular project in Germany? 

Mr. Lay. If the first proviso is to have any meaning at ‘all, it 
must mean that we can spend funds under the other authorities of 
the pean. 

Mr. Lanrtarr. I thought you mentioned the Foreign Service Build- 
ings Act as additional authority which you use. 

“Mr. Lay. The Foreign Service Buildings Act has authority con- 
tained in it, which is made available to the Department of State 
through this first proviso. 

Mr. Lanrarr. So that you think that notwithstanding the fact 
that no specific authorization had been given to the Department of 
State to use counterpart funds for the Bonn projec t, you had authority 
to proceed with that under the Foreign Service Buildings Act? 

Mr. Lay. Yes, sir. Otherwise this first proviso would not have 
any meaning, because in each instance, following the line of reasoning 
you are using, you would say, Yes, you can use the other authority 
of the Department of State, ‘but you must have a specific appropria- 
tion therefor. 

Mr. Lanrarr. Now, let me get back to this question of conflicting 
authority. You say that you had authority under the Foreign 
Service Buildings Act, because Congress intended for these counter- 
part funds to be used for such purposes as this in order to cut down 
the appropriation of American dollars. Let me read you the language 
of that Foreign Service Buildings Act which you rely upon to use 
funds for this purpose, in order to indicate the congressional intent. 


[Reading:] 


It shall be the duty of the Commission (that is the Foreign Service Buildings 
Commission) to consider, formulate, and approve plans and proposals for the 
acquisition and utilization of the sites and buildings authorized by section 1, and 
of sites and buildings heretofore acquired or authorized for the use of the diplo- 
matic and consular establishments in foreign countries, including the initial 
furnishings of such buildings and the initial alteration and repair of purchased 
buildings and grounds. 

If you take part of your authority from a congressional act, why 
is it you cannot take the whole of that act and res ad a specific prohibi- 
tion by Congress against erecting any such buildings without prior 
approval of the Foreign Service Buildings Commission, even to 
putting in the furnishings and the other niceties about which this 
committee I think justly has been complaining? 

Mr. Lay. I have read the Foreign Service Buildings Act and I think 
perhaps we have been a little remiss in not calling your attention to 
Reorganization Plan No. 2 of 1939. 

Mr. Lantarr. You mean when it was amended? 
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Mr. Lay. No, the Reorganization Act No. 2 of 1939 transferred the 
functions of the Commission into the Department of State, and left 
the Commission with advisory functions only. 

Mr. Lanrarr. You say it transferred the functions into the De- 
partment? 

Mr. Lay. The Department, in the past, has interpreted the re- 
organization plan in view of the membership of the Commission. It 
was not possible to transfer the actual members into the Department 
of State since they were Members of Congress and other Secretaries 
the Department has further interpreted Reorganization Plan No. 2 as 
vesting in the Department the full functions of the Commission and 
the Commission remained in existence to give advice when requested 
to do so by the Department of State. 

Mr. Lanrarr. Under the Reorganization Act, the powers, duties, 
and functions of this Commission were transferred to the State De- 
partment? 

Mr. Lay. Yes, sir. 

Mr. Lantarr. And specifically, under your Reorganization Act, 
you do not change substantive law. You were not supposed to build 
these buildings overseas, or equip or furnish or remodel any of these 
buildings without prior approval of the Commission. So speaking 
legally, it seems to me, you violated that particular bit of substantive 
law in going ahead with this without prior approval. 

Mr. Lay. The Department of State was consulted. I have just 
said that the functions of the Commission were transferred to the De- 
partment of State. The Department of State was consulted and the 
Department of State did approve it. 

Mr. Lanrarr. Nonetheless, the last thing in writing that we have 
is a telephonic conversation between Mr. King and Mr. Wolfe and 
someone else to the effect that plans and specifications would be sub- 
mitted. Did the Department of State ever issue a written memo- 
randum stating that it was not necessary to submit plans for the acqui- 
sition of sites and for the buildings to be constructed, and that it was 
not necessary to obtain prior approval for the initial furnishings for 
the buildings or alterations or repair of the building which was used 
as the High Commissioner’s residence at this time? 

Mr. Wotre. The plans were submitted and the telegram from the 
Department, which Mr. Mountain has, says, ‘‘Proceed; copies of con- 
tracts, copies of plans’””—— 

Mr. Lantarr. That was after construction had started? 

Mr. Wo tre. Yes. 

Mr. Lantarr. Do you think that furnishing plans after construc- 
tion has started comes within the spirit of the law? 

Mr. Wotre. That was our understanding in the Department. 

Mr. Lanrarr. That was your understanding; do you have any- 
thing in writing on it telling you to go ahead and ignore the provisions 
of this substantive law? 

Mr. Wo ure. There is nothing telling me to ignore any provision; 
it merely directed me. 

Mr. Kennewiy. While he is looking that up, may I ask this ques- 
tion? Which branch of the State Department now exercises the 
duties of this Commission? 

Mr. Lay. I believe that has generally been delegated to the Foreign 
Service Buildings office. I am not sure of that. 
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Mr. Kennetriy. Therefore, if you follow your legal line of thinking 
in going ahead with this project, the authority of the Foreign Service 
Buildings Act, and if that act requires this Commission to pass on 
plans and designs, end so forth, and if the functions of the Commis- 
sion are now vested in the Foreign Service Buildings office, theo- 
retically that office should have approved all of these plans before- 
hand. 

Mr. Lay. That is correct, unless the Department delegated the 
responsibility for this particular activity to the Office of ‘the High 
Commissioner in Germany. And, as you know, Executive Order 
10,062 signed by the President vested in the High Commissioner for 
Germany supreme authority so far as the United States was con- 
cerned, over all United States activities in Germany with the excep- 
tion of the actual command of the troops. It was a very, very broad 
delegation of authority. 

Mr. KennE.Ly. So far as the Commission was concerned, did 
have the authority to do that if the reorganization plan said that the 
duties and functions of this Commission would be handled by the 
State Department? Could the State Department pass that on to 
somebody? 

Mr. Lay. The State Department would have to carry it out through 
some office or agency, some part of its own organization. The Office 
of the High Commissioner in Germany was a part of the Department 
of State and the Foreign Service. And there was fairly recently— 
do not remember the citation of it—but general authority to the 
Secretary of State to delegate his responsibilities to such officials in 
the Department of State and in the Foreign Service as he considered 
appropriate. Yes, 1 would have said it would have been entirely 
within the power of the Secretary of State to have delegated the 
responsibility to the United States High Commissioner, or the Office 
of the United States High Commissioner in Germany. 

Mr. Meaper. But you do not claim that that was done? 

Mr. Lay. Oh, yes, I think it was. 

Mr. Meaper. Then what is the need for this telegram that you 
are looking for? 

Mr. Wo tre. If I may refer to this cable, and paraphrase it, it 
says: Confirming telephone conversation, Wolfe, Kimball, and King, 
in accordance with discussions, will proceed with our plans to acquire 
needed property in Bonn area. Forwarding site, layouts, areas, 
prices, and so forth, after confirmation of sale, plans and contracts 
for housing, commissaries, and so forth, will be forwarded as con- 
cluded, and so forth. 

Mr. Lantrarr. What date is that? 

Mr. Woure. December 22, 1950. And throughout several con- 
vesations with Mr. Larkin on this matter, it was a completely de- 
centralized operation where they said in effect; proceed with this. 
We are satisfied that your engineering staff is competent. We are 
satisfied of your legal authority. We are satisfied you can do the 
job. Go to it. 

Mr. Brownson. Mrs. St. George has a question she would like 
to ask. 

Mrs. St. Georee. Mr. Chairman, I should like to ask this question, 
as I shall have to leave. There is one question that is not at all 
clear in my mind. We have been talking a great deal about authority 
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and whose authority. I would like to know, if it is possible to tell 
me, who finally gave the order on which you proceeded? Was it the 
High Commissioner? Was it the Secretary of State? Was there one 
individual who finally gave the word and said, ‘‘We give you the 
authority, go to it’’? 

Mr. Woure. The Under Secretary of State, Mr. Webb. 

Mrs. Sr. Georce. The Under Secretary of State, Mr Webb? 

Mr. Wotre. Yes, personally signed the approval. 

Mrs. Sr. Grorce. He was responsible for the order. Thank you, 
Mr. Wolfe. 

Mr. Brownson. And no contracts were let or construction started 
until that order had been received from Mr. Webb? 

Mr. Woure. Absolutely not, sir. 

Mr. Brownson. When were these plans sent to the State Depart- 
ment? 

Mr. Wotre. They were sent as we concluded them. I could give 
you the exact dates they were sent, but they were after concluding 
contracts and after completing plans. 

Mr. Brownson. In other words, there was no opportunity for the 
State Department at any time to cut back on the scale of this program; 
plans were sent after construction was started in each case? 

Mr. Wotre. They delegated that responsibility to the High 
Commissioner and he to me. 

Mr. Brownson. Was the inventory of furnishing sent to the State 
Department? 

Mr. Wore. Yes, sir. That is part of our entire report here. 

Mr. Brownson. What date was that report submitted? 

Mr. Wotre. The report was finally submitted January 7 of this 
vear. However, as far as the maintenance of inventories is concerned, 
that is a decentralized process. _I do not think they any longer main- 
tain centralized inventories of property in Washington. 

Mr. Brownson. That again is an ex post facto action. People 
were living in the apartments; the wineglasses were neatly arranged in 
the kitchen and then the inventories were sent in? 

Mr. Wore. May I take just a minute on that point? This is a 
point that I think has been greatly misinterpreted and I would like to 
make my position very clear on this. I do not care whether you are 
referring to the wineglasses or to the divan or the dining room table. 
I want you gentlemen to understand the conditions under which this 
decision was made on the furnishings. 

In 1945 we went into Germany. We walked up to a house and we 
knocked on the door and said, ‘‘You can go with what you can carry 
in 2 hours.”” That was war. That was the beginning of the occupa- 
tion. From that day forward—and it is true today, sir—all American 
forces in Germany are provided witb the furnishings of their residence 
which have been paid for out of occupation costs. 

When the decision had to be made, shall we furnish these apart- 
ments or shall we have all of the furnishings of the individuals con- 
cerned shipped from the United States, the decision was made to 
furnish them. Why? If we had shipped everybody’s furniture from 
the States, including the glasses, it would have cost more to pack and 
crate and ship the 5 and 10 cent store glasses that I owned than it 
would to buy new glasses over there. And keep in mind that every 
one I break I have to pay for, which otherwise would not be true. 
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Mr. Brownson. You do not have eight different types of wine- 
glasses here in the United States, do you? 

Mr. Wo re. I do not have them in the United — but I had 
them in Rio de Janeiro and I had them in Greece, or Korea. 

Mr. Brownson. Eight different types? 

Mr. Wo tre. I do not know whether it was 8 different types or 9 
different types or 14 different types; I had wineglasses, because it 
was customary to serve wine, and if I have my colleagues in, wine is 
served; yes, sir. And I do not apologize for it. 

Mr. Brownson. I thoroughly agree that your plan of furnishing 
these apartments completely operated in the best interests of the tax- 
payers in saving moving expenses. Our whole area of discussion, 
which I think we will take up Monday, concerns not so much the plan, 
as the scale on which the plan was carried out. I am quite in accord 
with the idea of furnishing normal equipment in Germany, rather 
than moving it over there from here. I think that is a mistake that 
the Armed Services probably have not realized yet. I do not quarrel 
with the concept. My quarrel is only with the scale of the plan. 

Mr. Wo tre. If I may say this, sir, when [ first arrived in Germany 
and lived there under the occupation I had a maid, [ still have one. 
I found out some time in the fall of 1950 that every Saturday morning 
she went down and picked up the cleaning materials. I said, ‘‘ What 
in the name of Heaven goes on here?” That was part of the occupa- 
tion. We discontinued that, I might say, the next day, as far as the 
High Commissioner’s office was conce ned. 

Mr. Lanrarr. In connection with the transportation of furnishings 
overseas, do I understand now that any State Department employee 
or Foreign Service officer transferred from any part of the United 
States or any other post in the world to Bonn, will not be permitted 
to move his furniture and things to Bonn? 

Mr. Wo tre. If he is moved from the United States, there is a very, 
very limited amount, 1,000 pounds or so, at the most. If he is moved 
from another country—let us say he is transferred from Rome to Bonn, 
yes, sir; we would permit him to transfer his effects to Bonn at that 
time. 

Mr. Lanrarr. Has there been any reduction in the transportation 
allowance for State Department employees who are sent to Bonn? 

Mr. Wore. You mean insofar as our appropriation is concerned? 

Mr. Lantarr. Has there been any statutory reduction in the trans- 
portation allowance? 

Mr. Wo tre. No, sir; there has not. 

Mr. Lantarr. So that under the law or under the regulations of 
the Department as they now exist, an employee transferred to Bonn 
still may have his household effects shipped over there? 

Mr. Wotre. Not from the United States; he could legally; yes, sir; 
but administratively we would stop it. That is, unless he wants to 
bring them over at his own expense and store them at his own expense 
or put them in his apartment. But I think you can understand why 
we could not do that with this man who is transferred from Rome. 
He would not know what to do with these furnishings, because he 
would be running into statutory difficulty. 

May I say this off the record? 

(Statement off the record.) 
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Mr. Lanvarr. Mr. Chairman, I would like to put this in the record 
before we close. 

Mr. Brownson. I am also curious as to one point on this furniture 
matter. 

I notice on page 250 it is stated that the estimated saving on 
incoming effects for bachelors is at the rate of $540 apiece, and for 
families at the rate of $1,000 apiece; and the estimated savings on 
oulgeing effects for bachelors is $400 apiece and for families $800 
apiece. How is it you can save more money on incoming effects 
than on outgoing? 

Mr. WotFe. There is a very simple reason for that. A good old 
American habit, when you are serving, of acquiring things, as my 
wife has acquired things overseas; furniture of one type or the other. 

Mr. Brownson. Do you require a certification on the part of the 
State Department Foreign Service personnel or others that the goods 
they are moving from one station to another were in their possession 
at the time orders were issued and have not been acquired after the 
issuance of orders to move? 

Mr. Wo.trs. Maybe I am getting more dull than usual. 1 did 
not quite understand, sir. 

Mr. Brownson. The only thing I mean is that if I am serving in 
Bangkok and I am ready to move to Jet us say Bonn do you require any 
certification that the property I am going to move from Bangkok 
had been acquired by me prior to the issuance of my orders to move? 

Mr. Wotrr. No. 

Mr. Brownson. To keep me from loading up with elephants in 
Bangkok and moving them down. 

Mr. Wore. The only thing we have on that, sir; is that before 
an employee leaves Bonn we must check the inventory of his apart- 
ment very carefully, and he pays for any breakage, any breakage 
whatsoever, and anything beyond ordinary wear and tear, so far as 
the apartment is concerned. If his little boy runs through the wall 
with his new ax, which he just got, papa pays. 

Mr. Meaper. That does not answer the Chairman’s question. 

Mr. Woure. I did not understand, sir. 

Mr. Meaper. What he was driving at was a question of loading 
up with a lot of furniture and using the transportation allowance for 
bringing in this furniture to sell. 

Mr. Wotrr. Oh, we do have a definite question on that, sir. 

Mr. Mraper. You have control of that? 

Mr. Wourr. Yes, sir. I might go one step further, sir. Are we 
going to have an executive session, sir? Do you know? ? 

Mr. Brownson. On Monday. 

Mr. Wo rs. I would prefer to go into that in detail on Monday if 
I may, si 

Mr. Mraper. You do have controls to prevent that? 

Mr. Wo tres. I would prefer not to discuss them. 

Mr. Brownson. Mr. Lantaff has a statement he would like to read 
into the record at this point. 

Mr. Lantarr. With reference to the Foreign Service Buildings 
Act, on the point we were discussing a moment ago, I would like to 
read into the record from the General Accounting Office report, on 
page 1 of schedule A, the following: 


The Congressional Record for July 17, 1946, at page 9303, sets out a debate on 
Public Law 547, 79th Congress (authorizing the use of property or foreign currency 


st ALLL 











USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 19] 


‘redits for buildings abroad), including the comments of Senator George, who 
makes specific reference to the Foreign Service Buildings Commission and states 
that ‘““The Commission has complete and absolute control of all the plans and 
specifications of buildings to be constructed and the sites to be acquired in any 
foreign country * * *. This requested appropriation would be made subject 
to the limitations and the same restrictions as those which were contained in the 
basic law under which this particular appropriation would be made.” 

Mr. Lay. Yes, sir. Partly because of that, I believe, there has 
been a subsequent amendment to the Foreign Service Building Act. 
[ have a copy here, if I can find it, of Public Law 399 of the 82d 
Congress, I believe. 

Yes, I have it here now—Public Law 399 of the 82d Congress, 
approved June 19, 1952. I do not know why it took so long to get 
around to correcting that. This provides, among other things 
[reading]: 

Section 1 (e) of the President’s Reorganization Plan No. 2 (53 Stat. 1432) is 
incorporated herein by reference and applies to the Foreign Service Buildings 
Act of 1926, as amended. 

[t was because the Department had become aware of the fact that 
there was a considerable amount of confusion as to exactly what the 
situation was that that was put up to Congress and was enacted. 

Mr. Lanrarr. Excuse me. As to what? 

Mr. Lay. As to whether the Foreign Service Buildings Commission 
did still have all of its original powers. 

Mr. Meaper. The plan in effect abolished the Commission. 

Mr. Lantarr. That is right. It transferred substantive functions 
and duties. 

Mr. Muaper. You said the Commission was to advise only upon 
the request of the Department of State. In effect the plan attempted 
to repeal the law of Congress. 

Mr. Lay. In substance the reorganization plan which was allowed 
to become law by both Houses of Congress did make a substantive 
change in the law; yes, sir. 

Mr. Meaper. Then we in the last Congress approved that, did we? 

Mr. Lay. Approved June 19, 1952; yes, sir. 

Mr. Meaper. Do you happen to know whether that was on 
consent? 

Mr. Lay. I do not know, sir. 

Mr. Gray. It was on a vote, Mr. Meader. 

Mr. Lantarr. That does not appear to me to change any sub- 
stantive provisions of the law which require that there be submitted 
plans for the acquisition of sites and buildings together with a list of 
furnishings prior to the expenditure of any funds therefor. 

Mr. Meaper. No; but, if you say it is to be delegated to the High 
Commissioner and he is proposing the whole thing and he approves 
of it, he has already decided to do it. I do not see any safeguard 
there at all. 

Mr. Wourer. Only the safeguard, Mr. Meader, of the individuals 
in the field with the interests of the taxpayers very much at heart. 

Mr. Meraper. I know, but he would not propose the building pro- 
gram at all if he did not have that at heart and say, ‘This is the way 
to do it.” If you are going to approve this act, it seems to me you 
have gone far in abolishing any review of the plan itself. 

Mr. Wotrer. He did not approve it, sir. The State Department 
approved and delegated that approval to him. 
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Mr. Meaper. And the approval was ex post facto. 

Mr. Wo tre. Yes, sir. 

Mr. Meaper. Mr. Lay claims that Mr. McCloy had the oppor- 
tunity to give whatever approval was necessary, which the Foreign 
Service Buildings Commission originally would have had to approve. 

Mr. Wotre. No. 

Mr. Meaper. Is that not correct? 

Mr. Lay. I said I thought a considerable amount of that authority 
had been delegated, and I turned to Mr. Wolfe for details. The 
approval to go ahead with the construction program was made by the 
Department of State with Under Secretary Webb being, so far as I 
know, the senior official who approved it. 

Mr. Meaper. Let us, just for our record, get this clear. In your 
judgment would Mr. McCloy have the authority of the Foreign 
Service Buildings Commission ro approve the plans, or would he not? 

Mr. Lay. I do not know what delegation was made to Mr. McCloy 
on that. 

Mr. Meaper. What is your contention? 

Mr. Wo.rer. My contention is that Mr. McCloy did have to come 
into the State Department and request authority to construct this 
project. He did that, and the State Department did approve it and as 
a result told me later to send the plans and contracts as concluded, and 
I followed those instructions, sir. 

Mr. Meaper. I was kind of disturbed about this redelegation you 
were talking about. It was Mr. Lay’s suggestion that all Mr. McCloy 
had to do was exercise authority of the State Department which had 
been delegated to him to approve the plans he had already made up 
his mind to undertake. Then I think we have gone around the circle 
pretty well. 

Mr. Wourse. He made the recommendation as to a project. The 
State Department approved it and undoubtedly took into considera- 
tion the Foreign Service Buildings Commission responsibility that 
they had. They approved Mr. McCloy’s going ahead with the 
project and, as I have interpreted it, and from this cable, delegated 
to him the responsibility for approving the plans and contracts. Mr. 
McCloy did approve the plans and delegated to me the responsibility 
for doing the job. He did approve the plans. 

Mr. Meaper. But he did not delegate to you the authority of the 
State Department to approve the plans? 

Mr. Wotre. Wait a minute. He did not delegate to me the 
authority 

Mr. Lay. I think he delegated to Mr. Wolfe the job of doing the 
work. 

Mr. Brownson. Mr. Lay, do you believe you have the justification 
in the record now to your satisfaction? 

Mr. Lay. I believe it is. Over the weekend if I work out some- 
thing I might ask to submit it. 

Mr. Brownson. We would be glad to extend you that considera- 
tion. 

Mr. Lay. Thank you. 

Mr. Brownson. Mr. Lantaft, is there anything further tonight? 

Mr. Mraper. Did you have Mr. Lay put in a little background of 
his career? 
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Mr. Brownson. I am sorry. I neglected to do that at the start 
of the hearing. We would like to have a brief outline of your back- 
ground, Mr. Lay. 

Mr. Lay. Surely. My name is 8S. Houston Lay, from Illinois. I 
went to the University of Illinois Law School and took a graduate 
degree in law at Columbia University. In 1938 I came to the Rural 
Electrification Administration and worked there until I went in the 
Navy in 1942. I was in the Navy for a little less than 4 years. I re- 
turned to the Department of Agriculture for a matter of 2 or 3 months, 
transferring to the Department of State in July or August of 1946, 
where I worked in the Office of the Legal Adviser until March of 1950, 
at which time I was assigned to the Office of the General Counsel in 
Bonn—at that time in Frankfurt—which is where I am presently 
stationed. 

Mr. Brownson. Thank you very much. I think at this time the 
committee will recess until 10 o’clock Monday morning, at which time 
we would appreciate having Mr. Lay and Mr. Wolfe appear again. 

Mr. Wo.trs. Mr. Chairman, this has not been in the GAO report. 
It is the first 5 or 6 pages of the HICOG report. May we have that 
inserted in the record at the appropriate point? 

Mr. Brownson. At what particular point, Mr. Wolfe? 

Mr. Wotrr. At the beginning of Mr. Riddleberger’s testimony 
or the beginning of mine; it does not make any difference. 

Mr. Brownson. I will ask unanimous consent of the committee 
that the document submitted by Mr. Wolfe may be included in the 
record at the start of his testimony. 

Mr. Wours. Thank you, sir. 

Mr. Brownson. W ithout objection it is so ordered. The meeting 
will recess until 10 o’clock Monday morning 

(Thereupon, at 5:35 p. m. Friday, March 20,1953. an adjournment 
was taken until 10 a. m. Monday, March 23, 1953.) 
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(Bonn-Bad Godesherg Area Construction Program) 


MONDAY, MARCH 23, 1953 


Hovust or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10:25 a. m., 
in room 1302, New House Office Building, Hon. Charles B. Brownson 
(chairman of the subcommittee) presiding. 

Mr. Brownson. The meeting of the International Operations Sub- 
committee of the House Committee on Government Operations will 
come to order. 

Miss Gianakos will read the roll. 

Miss Gianakos. Congressman Browpnson? 

Mr. Brownson. Here. 

Miss Gianakos. Congressman Meader? 

Mr. Brownson. Absent. 

Miss G1anakos. Congressman Judd? 

Mr. Jupp. Here. 

Miss Gianakos. Congressman St. George? 

Mr. Bronson. Absent. 

Miss Gianakos. Congressman Lantaff? 

Mr. Lanrarr. Here. 

Miss Granakos. Congressman Holtzman? 

Mr. Hourzman. Hete. 

Miss Gianakos. Congressman Dodd? 

Mr. Brownson. Absent. 

Is Mr. Welch here? 

Mr. We cu. Yes, sir. 

Mr. Brownson. Will you step up, please? You have with you 
Mr. Haycock, is that right? 

Mr. Wetcu. Yes, sir. 

Mr. Brownson. Will you step up and we will swear both you 
geptlemer, if you have not been sworn before. 

Mr. Wervcu. We were both sworn the other day. 

Mr. Brownson. Will you give your full name and official title for 
the reporter, Mr. Welch? 

Mr. Wetcu. James E. Welch, Assistant General Counsel, General 
Accounting Office. 

Mr. Brownson. And you, Mr. Hayeock, will you do the same, 
please. 
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Mr. Haycock. S. P. Haycock, attorney, Office of the General 
Counsel, General Accounting Office. 

Mr. Brownson. Do you have a statement which you wish to read 
into the record, Mr. Welch. 


FURTHER TESTIMONY OF J. EDWARD WELCH, ASSISTANT 
GENERAL COUNSEL, GENERAL ACCOUNTING OFFICE 


Mr. Wetcnu. Yes, I do. I regret that I do not have copies for the 
entire subcommittee. It was typed up just this morning and I am 
having the duplicates made. We should have copies after the noon 
recess, I hope. 

The basic legal authority relied upon by the State Department as 

justification for the e xpenditure of over $16 million worth of deutsche- 
marks in the construction of the American housing project near Bonn, 
Germany, is found in Public Law 759, 8ist Congress, the General 
Appropriations Act, 1951. Chapter XI, title III of this act (64 Stat. 
761) appropriated $27 million for expenses 
necessary to meet the responsibilities and obligations of the United States in 
connection with the government, occupation, and control of occupied areas of 
Germany. 
It is a fair inference from the record that at the time the State Depart- 
ment decided to go ahead with the project, the legal authority relied 
upon was solely this broad and general language of Public Law 759. 
While testimony has been given as to the “‘availabliity of authority 
contained in the Foreign Service Buildings Act, the legal opinion 
actually rendered shows cle arly that re liance was placed directly 
upon the necessity for the project in connection with the occupation, 
government, and control of Germany. Indeed, the opinion specifi- 
cally states that the authority for the project is “separate and dis- 
tinct from the authority contained in the Foreign Service Buildings 
Act.” 

In addition to the $27 million, Public Law 759 also authorized the 
Department of State to utilize for carrying out the purposes of the 
appropriation, including unforeseen contingencies, without dollar 
reimbursement, German currencies which became available for use 
of the Government of the United States, its representatives or agencies 
in Germany, in such quantities and under such terms and conditions 
as might be determined by the Secretary of State after consultation 
with the Administrator for Economic Cooperation. The German 
currencies mentioned constitute what is known as the GARIOA 
special account. No distinction is made by Public Law 759 between 
the dollars and deutschemarks thereby made available for expenditure 
by the Department. Both are available for, and only for, the pur- 
poses of that act; both may be used only for expenses necessary in 
connection with the government, occupation, and control of occupied 
areas of Germany. As the record before this committee shows, the 
German housing development and the HICOG office building were 
constructed on land made available by the Federal Government of 
Germany, whereas the land for the American housing project was 
purchased by the United States. 

Since the legal position presently advanced by the Department is 
different from that apparently relied upon at the time the project 
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was undertaken, no extended discussion of the validity of the Depart- 
ment’s original position will be undertaken. It may be noted, how- 
ever, that despite the general language with which the appropriation 
begins, there are listed immediately thereafter some 18 different types 
of authorized expenditures but no specific mention is made of any 
construction project. The itemization of the particular item referred 
to certainly indicates some intention on the part of the Congress thas 
the general language of the appropriation was not intended to grant 
absolute and unlimited authority to the State Department to make its 
own determination as to what types of expendritues would be “‘neces- 
sary’’ in connection with the occupation. 

Mr. LantarFFr. Do you recall any examples of specific authorizations 
that were contained in the act? 

Mr. Wetcu. Yes, I have the act here. 

Mr. Lantarr. These are the 18 specific authorizations you men- 
tioned? 

Mr. Wetcn. Yes. On page 184 of Public Law 759 there are listed 
as items authorized: 

Health service program ; 

Payment of tort claims pursuant to law; 

Payment of tort claims in the manner authorized in the first paragraph of sec- 
tion 2672, as amended, of title 28 of the United States Code when such claims arise 
in foreign countries; 

Expenses for translation and reproduction rights; 

Acquisition, maintenance, operation, and distribution of educational, informa- 
tional, reorientation, and rehabilitation materials and equipment for Germany, 
including grants; 

Medical and health assistance for the civilian population of Germany; 

Expenses incident to the operation of schools for American children who are 
a nae of Government personnel ; 

oxpenses incident to maintaining discipline and order in occupied areas (inelud- 
ing trial and punishment by courts established by or under authority of the 
President; 

Printing and binding, including printing and binding outside continental 
United States without regard to section 11 of the act of March 1, 1919 (44 U.S. C. 
111); 

Purchase, rental, operation, and maintenance of printing and binding machines, 
equipment, and devices abroad——— 


Mr. Lantarr. That issufficient. I just wanted examples of specific 
authorizations. 

Mr. Brownson. I wonder if it might not be well if we read a little 
further. I particularly wanted to get down through the item which 
refers to— 
unforeseen contingencies (not to exceed $100,000) for the United States High 
Commissioner for Germany, to be accounted for pursuant to the provisions of 
section 291 of the Revised Statutes. 

At that point there was a limitation placed on unforeseen contin- 

. 1 € 
gencies, was there not? 

Mr. Wetcu. That is correct, sir. I believe I ended with the 

sentence which reads: 
The itemization of the particular items referred to certainly indicates some inten- 
tion on the part of the Congress that the general language of the appropriation was 
not intended to grant absolute and unlimited authority to the Stave Department 
to make its own determination as to what types of expenditures would be “neces- 
sary’ in connection with the occupation. 

Particularly would this appear to be so as to an expenditure of the 
magnitude here involved, as compared with the relatively small 
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amounts required for some of the items listed. There is for considera- 
tion another and more basic objection to such an interpretation of the 
general language of the act, namely, the restrictions imposed by sec- 
tions 3734 and 3736 of the Revised Statutes, which will be discussed in 
connection with the present contentions advanced by the State 
Department. 

It now appears to be conceded by the Department that the general 
provisions of Public Law 759 are not sufficient to overcome the restric- 
tions of sections 3736 and 3734 of the Revised Statutes. Section 3736 
(41 U.S.C. 14) prohibits the purchase of land on account of the United 
States except under a law authorizing such purchase; section 3734 
provides in part (40 U.S. C. 259) that no money shall be paid for the 
purchase of any site for a public building in excess of the amount 
specifically appropriated therefor. 

The State Department now places reliance upon the first proviso of 
Public Law 759 to overcome sections 3736 and 3734, Revised Statutes. 
That proviso states that provisions of other law applicable to the 
State Department shall be available for application to expenditures 
made from the appropriation, and the Foreign Service Buildings 
Act of 1926, as amended, empowers the Secretary of State to acquire 
sites and buildings in foreign cities for use of the diplomatic and con- 
sular establishments of the United States, either alone or jointly with 
other agencies of the United States (22 U. S. C. 292). That act 
placed complete control over all land acquisition and construction 
under the act in a body known as the Foreign Service Buildings 
Commission, which was composed of the Secretaries of State, Treas- 
ury, and Commerce, and tie chairmen and ranking minority members 
of the Senate Foreign Relations and House Foreign Affairs Committees 
respectively. All functions of this Commission, other than advisory, 
were purportedly transferred to the Department of State by section 
1 (e) of Reorganization Plan No. 2, effective July 1, 1939 (53 Stat. 
1432). Inasmuch as the Reorganization Act of 1939 applied only to 
agencies in the executive branch of the Government, and the majority 
of the members of the Commission were from the legislative branch, 
serious doubt exists whether the attempted transfer of the functions 
of the Commission was valid. In fact, the State Department appears 
to have realized its questionable validity and for that reason to have 
obtained positive statutory approval of the transfer by Public Law 
399, approved June 19, 1952. The probable invalidity of section 1 
(e) of Reorganization Plan No. 2 makes it doubtful that the American 
housing project could be said to have been authorized by the Foreign 
Service Buildings Act in 1950 without the approval of, or at least 
consultation with, the Foreign Service Buildings Commission. 

Apart from that, one of the most important elements for considera- 
tion in the interpretation of an appropriation bill is the intent of the 
Congress, whether it be expressed specifically in the language of the 
statute or disclosed by its legislative history. As previously stated, 
although Public Law 759 lists 18 specific purposes, including many to 
be accomplished through the use of GARIOA counterpart, we look 
in vain for mention therein of any construction of the magnitude 
involved in the Bonn project. The reason for this, of course, is that 
no such project was contemplated by the State Department at the 
time Public Law 759 was in the process of enactment. That being 
80, it is reasonable to assume that the Congress could not have con- 
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templated the project at that time. Whatever reasons may have 
influenced the State Department to ask for permission to apply the 
authority contained in other law to expenditures under Public Law 
759, it is clear from their own testimony that the Bonn project was 
not one of them. It is contended that some land acquisition was con- 
templated because of the fact that the exemption from section 355 of 
the Revised Statutes contained in the previous year’s appropriation 
act was continued. This section requires approval of land titles by 
the Attorney General before construction thereon. The same infer- 
ence that the purchase of land was contemplated could equally be 
drawn from the reason given for the deletion of the exemption from 
section 3734 of the Revised Statutes, that is, that construction activi- 
ties of the Department were covered by the Foreign Service Buildings 
Act. It is certain, however, that any land acquisition or construction 
activities then contemplated by the Department did not include the 
Bonn project. 

If it was thought at that time that there might be construction in 
Germany under the Foreign Service Buildings Act, then that was 
good reason for continuing the exemption from section 355 of the 
Revised Statutes since the State Department has not followed that 
section in its purchases of foreign land, and it is still an unsettled 
question whether the section applies to such purchases. It is sub- 
mitted that the fair inference to be drawn from the continuance of 
the exemption from section 355 and from the reason given for the 
discontinuance of the exemption from section 3734 is that such con- 
struction activities as might take place in Germany were intended to 
be accomplished under the Foreign Service Buildings Act. 

It is now conceded by the State Department that it is necessary to 
look to the authority of the Foreign Service Buildings Act to overcome 
the restrictions of sections 3734 and 3736 of the Revised Statutes, and 
they now contend that that authority made available the appropria- 
tion under Public Law 759. Such an interpretation would require 
the illogical conclusion that, even though the Congress had appro- 
priated only $6,500,000 in foreign credits for worldwide forei gn 
buildings operations in one part of Public Law 759, it had, in eftec rt, 
in another part of the same act appropriated the entire GARIOA 
special account plus $27 million for such operations in Germany. 
To be consistent the Department must take the position that the 27 
million in dollars as well as the Deutschemarks appropriated by 
Public Law 759, could have been used for the Bonn project because, 
as previously pointed out, both the dollars and the Deutschemarks 
constituted but one appropriation, to be used for the same purposes, 
and every argument which has been advanced in justification for the 
use made of the Deutschemarks appropriated by that act applies 
equally to the possible use of the dollars for the same purpose. 

I seriously doubt, however, that the State Department would have 
considered the dollars appropriated by Public Law 759 as being avail- 
able to construct the project, although the HICOG report at page 131 
does indicate that seventeen hundred and twenty of those dollars 
were so used. 

In conclusion I would like to point out that HICOG’s own legal 
staff recognized, prior to commencement of the project, that the ques- 
tion of availability of the counterpart funds for the project was novel 
and without exact precedent, and ordinarily where this situation exists 
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with respect to proposed expenditures of the magnitude here involved, 
it is considered by administrative officers in the executive branch of 
the Government as requiring either presentation of the matter to the 
Congress or to the Comptroller General. In my opinion, however, I 
think it is safe to say that had the matter been submitted to the 
Comptroller General in advance the decision would have been that 
the proposed expenditures w ere of too great magnitude and too doubt- 
ful validity to authorize in the absence of specific congressional ap- 
proval. 

That concludes my prepared statement, Mr. Chairman. 

(At this point Congressman Meader joined the committee.) 

Mr. Lanrarr. Have you examined title III of Public Law 759 to 
determine whether or not unforeseen contingencies are limited to 
$100,000? 

To be more specific, I notice one phrase of title III which reads: 

Unforeseen contingencies (not to exceed $100,000) for the United States High 


Commissioner for Germany, to be accounted for pursuant to the provisions of 
section 291 of the Revised Statutes. 


And then another phrase in the same title: 


Provided further, That the Department of State is authorized to utilize for carrying 
out the purposes of this appropriation, including unforeseen contingencies, without 
dollar reimbursement from this or any other appropriation— 

Considering the use of the words “unforeseen contingencies” in the 
last phrase which I have just cited and the use of the words “unfore- 
seen contingencies” in the first phrase which I cited wherein it is limited 
to $100,000, I am wondering whether or not the State Department 
might have been limited by the language of the act in the amount of 
money authorized to construct this building to $100,000. 

Mr. Wetcu. I did give some thought to that. I do not think 
there is any doubt that without the proviso authorizing the use of the 
foreign credits for the same purpose, they would have been limited to 
$100,000, but in view of that proviso and the further proviso making 
the laws of the State Department applicable to expenditures under 
this act, I seriously doubt that we could take that position. 

Mr. Lantarr. That is all | have, Mr. Chairman. 

Mr. Brownson. Dr. Judd, do you have any questions? 

Mr. Jupp. No questions. 

Mr. Brownson. Mr. Holtzman? 

Mr. Hourzman. No questions. 

Mr. Brownson. Mr. Meader? 

Mr. Meaper. No questions. 

Mr. Brownson. Mr. Kennelly, do you have a question? 

Mr. Kennetuy. Mr. Welch, do you think that there would be any 
legal distinction made between authority that HICOG might have 
had to construct these apartment units and houses on soil in the name 
of the German Government or on American soil in the name of the 
American Government? 

Mr. Wetcu. Well, I think the chief distinction would be that the 
prohibition contained in the Revised Statutes that we referred to 
would not apply with respect to construction on land furnished by 
Germany as distinguished from land purchased by the United States. 
The Revised Statutes apply to the purchase of land by the United 
States. 


eat aot 
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Mr. Kenneuy. This ties in with the statement of both Mr. Lay 
and Mr. Wolfe that the only reason they are being criticized is because 
the United States ended up with an asset. 

Mr. We cu. Well, offhand, I think that raises the question as to 
why if they were interested in creating an asset for the United States, 
they shouldn’t have followed the same procedure with regard to the 
German housing and office building. 

Mr. KENNELLY. | think that is a line of questioning we had better 
take up with Mr. Wolfe and Mr. Lay. I wanted to get your view 
of it so far as the law is concerned 

Mr. We cu. It might be that there were policy considerations 
that furnished the basis of their determination to proceed with the 
more luxurious American housing at the expense of the American 
Government rather than the German Government 

Mr. KENNELLY. We do not expect you to answer that. We will 
ask Mr. Wolfe. 

Mr. Brownson. Are there any other questions of Mr. Welch? 
Does Mr. Lay have any additional points that he would like to 
develop at this time in response to the General Accounting Office 
brief? 

Mr. Lay. I would like to make some reply to some of the argu- 
ments that Mr. Welch has just presented. 

Mr. Brownson. Would you like to come up to the table? 

You have been previously sworn, have you not, sir? 


Mr. Lay. Yes. 


FURTHER TESTIMONY OF S. HOUSTON LAY, ASSISTANT TO THE 
GENERAL COUNSEL, OFFICE OF THE UNITED STATES HIGH 
COMMISSIONER FOR GERMANY 


Mr. Lay. Actually, I think all of the points that Mr. Welch has 
covered have been discussed to some extent previously. 

The first item that I would like to mention is the fact that most of 
these 18 points—lI will not say all of them—but most of the 18 points 
of specific authorizations that Mr. Welch refers to are on dollar appro- 
priations. That is, they relate to dollar funds. 

Mr. Wolfe will, I think, answer the question on the policy decisions 
as to why title to some of ‘the land was taken in the United States and 
why some of it was taken in the name of the Federal Republic of 
Germany. Again I wish to quote from Mr. Welch’s statement and 
note the point that Mr. Welch bas just made, that the basis of the 
argument so far as the General Accounting Office is concerned 1 
primarily on the fact that we did get a tangible asset in connection 
with American housing projects and they are not raising a legal ques- 
tion as to the German housing project and as to the office buildings. 
I think that it is perfectly proper for the committee to concern itself 
with the overall hens but I think Mr. Welch has already pretty 
much restricted his comments to the American housing project on 
that point. 

Mr. We cu. I would like to correct that. We are objecting not 
alone to the American project but pointing out that there are addi- 
tional objections which are applicable to the American project. 

Mr. Brownson. Do you want to proceed, Mr. Lay? 


83603—53——14 
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Mr. Kenneuy. Before he does I would like to ask a question here. 
Are you trying to intimate then that the committee should take the 
position that even though a very serious legal question were presented 
at the time that this decision was made and even though a very 
serious question arises as to the relationship between what Congress 
intended and what the executive department is going to do, that 
nevertheless the committee should not look at it and say that even 
though it seems it could have been done some other way legally that 
perhaps we should ignore the fact that it was in disregard of what 
Congress intended. 

Mr. Lay. I think that Congress is entirely and fully justified in 
inquiring into all aspects of this. I certainly do not suggest that my 
opinion to members of this committee intimates.that the members of 
the committee should limit themselves to any particular part of the 
justification. 

Mr. Kennexiy. You recognize this comes then to an examination 
of the relationship between Congress and the executive department. 

Mr. Lay. Surely, and | think Congress is entitled to and is entirely 
justified in inquiring into all aspects of it and not just the limited area. 

With the reference to the unforeseen contingencies, HICOG was 
authorized to use $100,000 of the dollar appropriation for unforeseen 
contingencies and as to the deutschemarks, I would say that that is 
completely separate as an authorization over and above the $100,000. 
| believe Mr. Welch more or less agreed with that, that he could not 
argue to the contrary. 

| would like to point out the fact that we heave not conceded that 
the general authority contained in Public Law 759 was not sufficient. 
The opinion which I prepared in December of 1950 took the position 
that the general authority contained in Public Law 759 was sufficient, 
although there was in addition, and specifically recognized, the fact 
that there was in addition the authority of the Foreign Service Build- 
ings Act. 

The memorandum subsequently prepared by some of the people 
in the Department of State is not in any sense contradictory to the 
opinion which I prepared in 1950, but is supplementary to it and goes 
on to develop further the fact that there is authority through the first 
proviso to use the Foreign Service Buildings Act. 

I am a little puzzled at Mr. Welch’s use of the phrase— 
purportedly transferred to the Department of State in connection with the reor- 
ganization plan. 

I think that the executive agencies of the Government are entitled 
to accept the reorganization plan as being legal. Certainly there has 
not been any serious question that I know of raised as to the legality. 
There was some confusion as to the existence or the effect of the re- 
organization plan, I believe, and it was not because we questioned 
the validity of the reorganization plan that we in the Department 
submitted draft legislation which Congress approved as Public Law 
399 on June 15, 1952. 

We did not point out that as in any way changing the law in respect 
of the Commission but merely a restatement of what we had under- 
stood the law to be and a method of calling to the attention of the 
Members of Congress the fact that that had consistently been our 
interpretation of it. 
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Mr. Kennuxiy. Did you consider when you were discussing your 
original opinion the possible illegality of the original reorganization 
act as it applied to the Foreign Service Buildings Act? 

Mr. Lay. I did not assume thatit was. I assumed it was completely 
legal. 

“Mr. Kennewiy. Did you consider whether there was a legal issue 
involved there? 

Mr. Lay. In my opinion there was not a legal issue involved as to 
the position of the Commission. 

Mr. KenNELLY. But you did not consider whether there might 
have been an issue when you came to the conclusion there was no 
issue. 

Mr. Lay. I did look at the reorganization plan, yes, but I do not 
recall that I entertained any thought that there was a question as to 
whether the reorganization plan was illegal with reference to the 
$1,700: that was utilized in connection with this program; I might 
mention that that was charged against the $6,500,000. We felt that 
the intent of Congress was not to utilize the dollar appropriation of 
the GARIO language for that purpose. 

Mr. Kenney. For what purpose was that? 

Mr. Lay. The $1,700 which was utilized in acquiring a couple of 
very small pieces of property came from a $6,500,000 and was charged 
against that appropriation. That appears on page 17 of Public Law 
759. 

Mr. Kenneviy. By two German-Americans, as I understand it. 

Mr. Lay. They were American citizens, I believe. 

Mr. Kenneviy. They were paid dollars, they actually received 
dollars. 

Mr. Lay. To the extent of this $1,700 I believe so, yes. 

Mr. Kenne ty. I thought it appeared in the testimony here that 
that $6,500,000 was reported as a dollar appropriation, but that the 
dollars were used for the purpose of buying foreign credits, foreign 
currencies, which foreign currencies would in turn be used in connec- 
tion with the Foreign Service Buildings Act. 

Mr. Lay. I would have to defer on that question to Mr. Wolfe. 
I am not sure of the way in which that was handled. 

Mr. Kenneviy. What is your opinion that that $6,500,000 was 
to be used for? 

Mr. Lay. You are correct. That was used for foreign currency and 
I will have to defer to Mr. Wolfe on this since I am not familiar with 
the way in which that was handled. 

The last statement that Mr. Welch made was to the effect that had 
the Comptroller General been asked in advance for his decision, it is 
his opinion that the Comptroller General would have ruled or recom- 
mended going to the Congress for specific approval. I think that Mr. 
Welch’s opinion is given now in the light of the additional information 
we have as to the desires of Congress in these matters after two days 
or more of hearings on this, and I think it is impossible for us to say 
at the present time what the General Accounting Office would have 
answered had the question been raised. My own personal opinion | 
think is just as good as Mr. Welch’s and is of the same value, and is 
that the General Accounting Office would have approved it. 

Mr. Kennexiy. On what do you base your statement that he came 
to that conclusion because of two days of hearings? 
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Mr. Lay. I think that may have changed his judgment a bit. 

Mr. Wetcu. Admittedly, while that is my opinion, it is based on the 
fact that the same elements of doubt that are present now were present 
at the time. Based on my 17 or 18 years of experience in the General 
Accounting Office I honestly believe that if this matter had come before 
the Comptroller General it would not have been approved. 

Mr. Kennetiy. Do vou think that any elements of doubt now 
exist as to the legal question? 

Mr. Lay. I know that there are doubts in the minds of some of the 
people. In my own inte rpretation of the law, I think there is quite 
adequate legal authority for the Bonn housing project. 

Mr. Kennetty. Do you think that any elements of doubt were 
raised at the time that the decision was reached? 

Mr. Lay. I do not think there was any doubt at that time as to 
whether we had legal authority to do it. 

Looking at it in the light of the additional information which we 
have, with the knowledge of the statements of position that have been 
expressed by the members of this committee, I think as'a matter of 
discretion it would have been better for us to ask for congressional 
approval on it. But in the language of Public Law 759 as to a strictly 
legal question, we have the authority to go ahead with it. That is, 
Congress gave us such broad and such very flexible authority that 
there would be no question as to the legality of it. 

Mr. Kennety. Without reference to the attitude of Congress 
now and the fact that we have had 2 days of hearings, do you feel 
that in the use of your discretion it would have been better procedure, 
for you back in 1950, to have gone back to Congress concerning this 
matter, or to have asked the General Accounting Office or the Comp- 
troller General for a legal opinion. 

Mr. Lay. It is very difficult for me to ignore the fact that we have 
had this hearing going on for 1 or 2 days. 

Mr. Kennetiy. You do not feel that there was any legal doubt 
that reasonable lawyers might have recognized back in 1950? 

Mr. Lay. I do not think that there was any doubt or would have 
been doubt among reasonable lawyers in 1950 that we had the 
authority. While I recognize that there are large policy questions 
involved here, I am very much inclined to believe that if the naked, 
legal question were submitted to a court, that the court would say 
that we had authority to proceed as we did, from a technical, legal 
point of view. 

Mr. Brownson. Do you have a question, Mr. Meader? 

Mr. Meaper. Yes. Unfortunately I was not here when you made 
your statement, but I have read through it since, Mr. Welch, and the 
language of it impresses me as containing some rather powerful 
reasoning to the general effect that this expenditure of $16,000,000 
worth of deutschemarks was an illegal expenditure, but you do not 
quite say so, in your opinion. Is there any more definite statement 
that you can make? Or am I wrong in drawing that conclusion from 
the language and the re asoning of your brief? 

Mr. Wetcu. No. It is true. In my opinion I do not think it is 
proper to go that far. I think it is a matter of serious doubt as to the 
legal validity of the expenditures made for the project, but on the 
other hand, we are faced with the broad, general authority that was 
given the High Commissioner by the appropriation, plus the pro- 
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vision in the appropriation act which made all other laws applicable to 
the State Department available for the expenditures under the act. 

Mr. Mraprer. What is your general attitude where there is doubt? 
Don’t you think that the burden of proof is upon you to save taxpayers’ 
dollars? 

Mr. Wetcu. That is correct and that is why I say that under the 
usual course of procedure it should have been presented to the Con- 
gress or at least to the General Accounting Office. 

Mr. Meaper. If they could build $16 million worth of apartment 
houses, private residences, and recreational facilities, theaters, shop- 
ping centers under this broad language, can you think of anything 
they couldn’t do? 

Mr. Wevcu. Not offhand. I think that language is subject to the 
interpretation that it would authorize them to do most anything they 
wanted to do. 

Mr. Lay. I think that is the point, that the language is quite broad 
enough to authorize the construction of this project, and the basic 
argument of the General Accounting Office really is that we should 
not have used the authority. 

Mr. Hottzman. You say that you did not consider at all the legal 
implications in making this move because you assumed that the 
general, broad language gave you that authority, is that correct? 

Mr. Lay. What was the first part of that statement, Mr. Holtzman? 

Mr. Hoirzman. You say you did not consider the legality of the 
move by virtue of the authority given you under the general broad 
language, is that correct? 

Mr. Lay. No. Mr. Kennelly raised the question of the legality of 
the transfer of the Foreign Service Buildings Commission to the Depart- 
ment of State by Reorganization Plan Number 2. I did not look into 
the legality of the reorganization plan. I accepted it as being entirely 
legal on that point. 

Mr. Houirzman. With respect to the move to Bonn, did you look 
into the legality of that? 

Mr. Lay. The move to Bonn I think was a policy question entirely 
and not a legal question as to whether we should move to Bonn or not. 

Mr. Hourzman. Is that true with respect to the transfer of funds 
that you made that statement, is that correct? 

Mr. Lay. The transfer of funds? No. I believe you are referring 
to my comments about the transfer of the Foreign Service Buildings 
Commission into the Department of State by Reorganization Plan 
Number 2. 

Mr. Hourzman. What did the HICOG report indicate on page 14 
when it stated the following [reading]: 

In summary, the conclusion drawn from this review is that the legal, executive, 
administrative, psychological, and internal political reasons for deferring the 
decision to move, made in February, have been mitigated by events of the past 
8 months. 

Mr. Lay. I think that is a policy question which Mr. Riddleberger 
or Mr. Wolfe can better answer. 

Mr. Hourzman. Policy only? 

Mr. Lay. That has to do with the decision of moving the High 
Commission headquarters from Frankfort to Bonn. 

Mr. Jupp. Just to summarize this one point, do I understand that 
Mr. Welch agrees that the $100,000 in the first portion of that provi- 
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sion in Public Law 759 does not apply to deutschemark expenditures? 
It does apply to the dollars but not to the deutschemarks. Do you 
concur in that? 

Mr. We cu. Yes, I do. Certainly that at most could just be 
another one of those areas of doubt that we are faced with in this 
problem. 

Mr. Lay. I think if you attempted to apply the $100,000 limita- 
tion to the deutschemarks then you would entirely eliminate the mat- 
ter of including unforeseen contingencies in the fourth proviso. 
Otherwise it simply would not have any meaning at all. 

Mr. Jupp. In summary, there is a question about the legality, 
but there is no question about the bad judgment. 

Mr. Lay. I have not said that at all. 

Mr. Jupp. I have. 

Mr. Kenne.tuy. Assuming that this construction project which is 
now built on American land and in the name of the American Govern- 
ment were built on German land and were in the name of the German 
Government, what would be the effect so far as the debt settlement is 
concerned? 

Mr. Lay. I did not participate in the debt settlement. Personally, 
from what I have seen in the papers, I believe the debt settlement was 
based on Germany’s estimated ability to pay rather than the debt she 
actually owed. You will have to ask somebody who has more ixfor- 
mation on that. 

Mr. Kennetiy. What was the effect so far as the German indebt- 
edness was concerned of the German housing project for German 
employees? 

Mr. Lay. I am sorry I do not know the answer to that. 

Mr. Meaper. | wanted to ask Mr. Welch whether or not in drafting 
the opinion presented here this morning you had in mind certain 
language of Senate Report 1371, 81st Congress. Unfortunately that 
excerpt does not seem to be at hand here at the moment, but I believe 
that is the report and I wish you would correct me, Mr. Lay, the 
report which accompanied this appropriation act, Public Law 759, 
which we have been talking about. 

Mr. Wetcu. No, I did not draft any statement with that in mind. 

Mr. Mraper. Have you read this report, Mr. Welch? 

Mr. We cu. Personally I have not, no. 

Mr. Meaper. It is of the 81st Congress, 2d session, Senate Report 
1371, I will have to change my statement. It does not relate to 
Public Law 759. It relates to S. 3304, a bill to amend the Economic 
Cooperation Act of 1948, as amended. 

In an excerpt from page 25 of that report, dealing with Western 
Germany and counterpart funds, the language seems to me to shed 
some light. It relates to an authorization act rather than an appro- 
priation act. [Reading:] 

The first provision gives the President authority to use ECA funds allocated for 
assistance to Germany to meet the responsibilities * * * of the United States in 
connection with the rehabilitation of occupied areas in Germany. 


And then it goes on to say: 


including action “essential to prevent starvation, disease, or unrest, * * *” 
This means in fact that if an emergency arises (for example, one comparable to 
the blockade of Berlin), the President can divert ECA dollars to meet it. 
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The next paragraph says: 

The second important provision of section 105 authorizes the Secretary of State 
and the Administrator to agree upon the amounts of counterpart which the 
German Federal Republic will deposit in the GARIOA special account. This is 
the natural complementary provision to that described above. It enables this 
Government to use deutschemarks deposited as counterpart to meet “reorienta- 
tion’’ expenses in Germany and any emergency such as that described above when 
local currency rather than dollars can be used. 

What has been called proviso No. 4, in Public Law 759 reads as 
follows: 

Provided further, That the Department of State is authorized to utilize for carrying 
out the purposes of this appropriation, including unforeseen contingencies, 
without dollar reimbursement from this or any other appropriation— 

It seems to me to follow that what Congress had in mind as “‘unfore- 
seen contingencies” was an emergency of the character of the blockade 
of Berlin and not simply the construction of housing for American 
personnel. 

In other words, my question is if that language of the Senate 
report can appropriately be applied to the interpretation of the 
authority here claimed by the State Department, would it not shed 
some light upon the character of expenditures that the Congress had 
in mind which would not include this type of expenditure? 

Mr. Wetcu. I think that is a reasonable argument. Certainly, 
there is a relationship between the act establishing the GARIOA 
fund for the purposes stated there and this authorization for expendi- 
tures for unforeseen contingencies. 

Mr. Brownson. Did you have something you wanted to say, 
Mr. Hayeock? 

Mr. Haycock. Yes, sir. 


TESTIMONY OF S. P. HAYCOCK, ATTORNEY, OFFICE OF THE 
GENERAL COUNSEL, GENERAL ACCOUNTING OFFICE 


Mr. Haycock. I would like to add one further point in that con- 
nection. The second part of the report which you read refers to 
section 114 (i) of the ECA Act which established the GARIOA special 
deposit account. 

I notice with some interest that in Public Law 759 the proviso 
authorizing the use of the GARIOA account has language which is 
taken from that act and does not merely refer to a GARIOA special 
account, which says that these counterpart funds may be used, these 
currencies which are deposited in the quantities, or, in the language of 
the act— 
in such quantities and under such terms and conditions as may be determined by 
the Secretary of State after consultation with the Administrator for Economic 
Cooperation. 

There is some question which might be raised that consultation 
should be had, investigat:ons made, and agreements generally had ov 
expenditures, and if so whether this type of purchase was taken up by 
the State Department with the ECA Administrator. 

Mr. Muapver. Was there, as a matter of fact? 

Mr. Haycock. I do not know whether consultation was had. It 
was not so far as any consultation on the Bonn project was concerned. 
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Mr. RippLeBerGEerR. May I speak, Mr. Chairman? 
Mr. Brownson. Yes. You have been previously sworn. 
Mr. RippLeperGcer. Yes. 


FURTHER TESTIMONY OF JAMES W. RIDDLEBERGER, DIRECTOR, 
BUREAU OF GERMAN AFFAIRS, DEPARTMENT OF STATE 


Mr. RippLeperGcsr. It was done. The consultation took place in 
Washington before authority was given to HICOG. The reason for 
that is that ECA has an interest in this building project and of course 
we have to house them the same as the others. 

Mr. Mraper. What was the date of that consultation? 

Mr. RippLteserGcer. Approximately the end of November or the 
beginning of December 1950. 

Mr. Meaper. Do you have the memorandum on that conversation? 

Mr. Rippiesercer. | believe it has already been put in the files. 
It is a paraphrased telegram which shows that. 

(This telegram is set forth as exhibit 28, p. 390.) 

Mr. Mraper. That was after the determination had been made. 

Mr. RippLesercer. Before the authorization had been given. 

Mr. Meaper. But it was after the meeting of November 1950, in 
Mr. McCloy’s office at which the decision was made to move to Bonn. 

Mr. RippieserGer. The decision so far as the HICOG was con- 
cerned. 

Mr. Meaper. As I read this language of Public Law 759, it talks 
about a conference between the Secretary of State and the Adminis- 
trator of ECA at a time that the account was established, not a con- 
sultation at the time somebody decided to use some money. 

Mr. RippieserGer. That is right, but consultations likewise took 
place before it was determined to make this use of these funds. 

Mr. Meaper. My question is whether or not a consultation be- 
tween the Secretary of State and the Administrator of ECA took 
place at the time that the GARIOA account was established in which 
it was contemplated that the funds going into this account would be 
for purposes such as the construction at Bonn. 

Mr. RrppLesercer. | cannot say at the time that that conversa- 
tion took place that this particular project was discussed, because I 
do not think it was considered at that time. 

Mr. Meaper. As I understood the point made by Mr. Welch’s 
assistant, Mr. Haycock, the consultation should have been at the 
time the account was established, not at the time it was decided to 
draw some money out of it, is that correct? 

Mr. Haycocx. No, I would not go that far. I think it would sat- 
isfy the act if a consultation were had before the appropriations 
were made. No reference is made in the HICOG program, although 
reference is made to such a consultation in connection with the 
Frankfurt building project. 

Mr. Meaper. Could we have the record show whether or not there 
was a consultation not after they decided to go to Bonn and erect the 
housing, but at the time the account was established which contem- 
plated uses of this character? 

Mr. Ripp.eserGer. I am not aware of such a conference. 

Mr. Meaper. If such a conference had taken place, wouldn’t you 
know about it? 
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Mr. RippLeserGcer. Not necessarily personally. 

Mr. Meaper. Wouldn’t it have been relied upon by Mr. Lay if any 
such conference had said these funds would be available for use such 
as this? 

Mr. RippLeserGer. It might have been here, but not in Frankfurt. 

Mr. Meaper. So far as anyone here is concerned, Mr. Lay or Mr. 
Wolfe or yourself, you are not aware of any such conference, am I 
correct? . 

Mr. Lay. On December 1, 1950, a communication was sent from the 
Department of State which appears at page 29 of the HICOG report 
and it is referred to as Document No. 3. 

Mr. Meaper. Are you following the point I made with respect to 
that language, Mr. Haycock? 

Mr. Haycocr. My only question is whether or not at the time ECA 
was advised of the American title being taken and of the prospective 
cost of the project and the type of construction which was actually 
undertaken. 

Mr. Mraper. My point, Mr. Lay, is that under that clause men- 
tioned by Mr. Haycock, out of the third or fourth proviso, whichever 
it may be, of Public Law 759 it says in that second proviso [reading]: 
Currencies otherwise deposited in Germany by the Federal Republic of Germany 
and which become available for use of the Government of the United States, its 
representatives or agencies in Germany, in such quantities and under such terms 
and conditions as may be determined by the Secretary of State after consultation 
with the Administrator for Economic Cooperation 

You have beer following our discussion? 

Mr. Lay. Yes, sir. 

Mr. Meaper. Under that clause which I now read, is it your 
opinion that that consultation refers to the time at which the account 
was established? 

Mr. Lay. I am fairly sure, although I do not have documentation 
for it, that there was consultation with ECA at the time the account 
was established. 

Mr. Meaper. And it is your interpretation that the language | 
read referred to such a consultation and not a consultation at the time 
the withdrawals were made? 

Mr. Lay. I believe that consultation on the use of the funds was 
what was intended, and I doubt that it had specific reference to the 
exact timing of the conference so long as there was consultation on the 
use of the funds. However, as I say, while I do not have documenta- 
tion for it, 1 am fairly sure that there was consultation with ECA at 
the time the funds were set up. 

Mr. Meraper. The clause refers only to deposits and not with- 
drawals. It says currencies deposited in such quantities and under 
such terms and conditions as may be determined by the Secretary of 
State after consultation with the Administrator for Economic Cooper- 
ation. 

Mr. Lay. Yes, I see that. 

Mr. Meaper. It doesn’t refer to withdrawal. 

Mr. Lay. And as I say, while I do not have documentation for it, 
I am quite sure there was consultation with ECA at the time the 
accounts were set up. 
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Mr. Brownson. I would like to ask unanimous consent that the 
pages of documents on file with HICOG, as printed on pages 29 and 
30 of the HICOG report be included in its entirety. 

(Pp. 29 and 30 of HICOG Construction Program Report, marked 
“Exhibit 30,” are as follows:). 


Exursit 30 
BRIEFS OF DOCUMENTS ON FILE WITH HICOG 


Following are brief outlines of additional documents that are on file with 
HICOG: 
DocumEnNT | (Novemper 20. 1950) 


On November 18, Mr. McCloy queried Chancellor Adenauer on the question of 
Bonn being the permanent Federal Capital. Adenauer felt positive that it would 
remain so until Eastern Germany was united with Western Germany and Berlin 
could once again become the capital. The capital could not be moved to Frank- 
furt or any other city due to heavy Federal investments in equipment, buildings, 
and the like. Even the minority party, the 8. P. D., could not afford to make 
the move 

The transfer of HICOG to Bonn would please Adenauer personally. He thinks 
many future problems bound to arise shortly would thereby be solved. 


Document 2 (NOVEMBER 21, 1950) 


Mr. McCloy discussed the move of HICOG to Bonn with top German, French 
and British officials, as well as with all HICOG office directors. They are in 
favor of the move at the time when the facilities for office space and housing are 
completed on or about September 1, 1951 

Present plans include 

(a) The construction of office space and housing facilities for 1,000 locals 
and 500 United States personnel. The total cost is estimated to be DM 65 
million. 

(b) During September 1951, tke transfer of essential staff locals and 500 
United States personnel to Bonn. When HICOG programs are further con- 
tracted to permit progressive location of entire headquarters at Bonn, move 
Public Affairs and HICOG phase-out activities down from Frankfurt. 

(c) Prior to the initial move, contract Laender and headquarters as much 
as possible. 

(d) Along with plans establishing embassy-type organization, the integra- 
tion of an accelerated phase-down and a reorganization of plans. 

(e) Allow the Army and Frankfurt HICOG staff to use the new Frankfurt 
housing project and office facilities as long as they require them. As per 
original plan, the facilities not being used are to revert to the Germans. 

In Bonn there will be the advantages of working closer with the Germans, 
British, and French and the opportunity to maintain closer liaison with the top 
Land Government officials. United States zone control, reporting activities 
apart from consulate reporting, and economic aid will be deemphasized, while the 
German-wide public affairs programs will be emphasized. Despite disadvantages 
of using more counterpart funds for additional facilities, separating HICOG 
headquarters further from Heidelberg and residual unilateral zonal programs, 
operating HICOG between Bonn and Frankfurt for 1 year, and the creation of 
increased administrative difficulties, the assumption from recent political develop- 
ments that Bonn will be the seat of the Federal Government for 5 years makes the 
move desirable. The expansion of our facilities might help to keep the Germans 
from considering moving the Federal Government to another location closer to 
Berlin. 

The move is essential for the hard years ahead, although it will be expensive and 
inconvenient. 

HICOG would appreciate the Department’s reaction to the desirability of this 
move and the plans as outlined above. 

It is requested that no publicity be given this information as there could be 
complications from a premature release. 
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DocuMENT 3 (DecemBer 1, 1950 


The Department approves moving Headquarters to Bonn as recommended, 
Headquarters to remain in Frankfurt until the move is completed and the principal 


headquarters not to be moved piecemeal. After informal discussion with the 
Budget Bureau, ECA Washington concurs provided OSR Paris forwards con- 
currence direct. Press announcements for simultaneous release Washington and 


Frankfurt are assumed to be forthcoming from Frankfurt. 


DocuMENT 4 (DrEcEeMBER 21, 1950) 


Department authorizes negotiations, as per discussion with Larkin, for free 
clearance all encumbrances in order to acquire residence properties Deputy 
HICOG and HICOG occupy at present, as well as for sites for apartments, office 
building extension, etc. at Bonn. Submit firm offers and estimates to Depart- 
ment for consideration when they are determined. GARIOA counterpart funds 
previously set aside for occupation housing purposes would be used in payment. 


DocumMENT 5 (DecemMBER 22, 1950) 


As per telephone discussion between Messrs. King, Kimball and Wolfe on 
December 22, HICOG will go ahead with their plans for Bonn area acquisition of 
needed property. After the sale has been consummated, site layouts, prices, 
areas, etc. will be forwarded. As the plans and contracts are concluded for 
American and German housing, PX, commissary, school, warehouse, chapel, etc., 
they will be forwarded to Mr. King. The Frankfurt housing project final detailed 
report for Foreign Buildings Operations is being prepared. 


Mr. Brownson. I would like to ask unanimous consent that a 
summary of the agreement between the Department of State and 
ECA regarding the provisions of section 114 (i) of ECA Act of 1948, 
as amended by the ECA Act of 1950; be included in the record at 
this point. 

(The document above referred to, marked ‘Exhibit 31,” is as 
follows: ) 

Exurpit 31 
SUMMARY OF AGREEMENT BETWEEN THE SECRETARY OF STATE AND THE ECONOMK 
CooPERATION ADMINISTRATOR REGARDING Deposits Tro GARIOA Accoun’ 


Section 114 (i) of the Economic Cooperation Act of 1948, as amended, provides 
n part as follows: 

“‘(j) As agreed upon by the Secretary of State and the Administrator, a part 
of the German currency now or hereafter deposited under the bilateral agree- 
ment of December 15, 1949, between the United States and the Federal Republic 
of Germany, or any supplementary or succeeding agreement, shall be deposited 
into the GARTOA (Government and Relief in Occupied Areas) special account 
under the terms of article V of the said agreement.” 

In the latter weeks of September 1950 and the first week of October 1950, a 
series of meetings were held between representatives of the Secretary of State 
and the Economic Cooperation Administrator in which the amount of counter- 
part to be deposited in the GARIOA special account was discussed. These 
meetings resulted in a decision that 25 percent of counterpart generated under 
the Economic Cooperation Administration’s appropriations should be deposited 
in the GARIOA special account. This decision was confirmed in writing by 
means of a cable to HICOG Frankfurt early in October 1950 which directed the 
controller (Germany) to arrange for the deposit of 25 percent of counterpart 
into the GARIOA account. This cable was drafted by officers of the Economic 
Cooperation Administration and approved for ECA by the General Counsel, the 
Controller, and the head of the Fiscal and Trade Policy Division. For the 
Department of State, the cable was approved by an officer of the Bureau of 
German affairs which had been given responsibility within the Department for 
these matters. 


Mr. Brownson. I would like to ask unanimous consent that after 
the conclusion of this hearing such documents as the members of the 
staff and the members of the subcommittee may find pertinent to this 





212 USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 


hearing may be included at appropriate places in the record. I would 
also like to reserve the right for the staff in editing the hearings to 
make corrections which will avoid duplications of inserted matter. 

Mr. Brownson. Now, Mr. Wolfe, you wish to be recognized? 

Mr. Wo re. Please, sir. 

The question of consultation with ECA is the one I want to refer to. 

No. 1. The act refers to an amount, as Mr. Meader pointed out, to 
be deposited, the amount to be agreed upon by the Secretary of 
State and the Administrator. 

No. 2. There was a consultation with ECA on the right, or the 
legality, if you will, of using these counterpart funds for construction 
purposes 

In Frankfurt, as an example, before we started the Frankfurt 
project, this was gone over in great detail with ECA. 

Mr. Brownson. Mr. Wolfe, was that consultation at the Frankfurt 
level, or was it at the Washington level? 

Mr. Wotrer. At the Washington level and at the Paris level. 

Then, after we made the recommendation from HICOG, we made 
the recommendation that we move and that we construct. That 
recommendation came in the form of a cable, which you have. 

There was consultation here with ECA and the Bureau of the Bud- 
get before approval was given by the Department of State for the 
construction and move to Bonn. 

Mr. Wetcu. Mr. Chairman, the proviso refers to the utilization of 
those funds, not to the deposit of the funds. It refers to the utilization 
of the funds that are deposited. 

Mr. Wotre. Well, I’m sorry. I thought it referred principally— 
I haven’t reviewed it for a while, but I thought it referred principally 
to deposit. However, on the utilization now, new projects are coming 
up, new items and new projects are ceming up all of the time, and this, 
at the time of the initial agreement on deposits—no; I am not sure of 
the date, but certainly before we utilized these funds for construction 
at Bonn there was consultation between the State Department and 
ECA. 

Mr. Haycock. As to quantities to be used? 

Mr. Wotre. Yes. 

Mr. Ripp.eserGer. That was included in the consultation here. 

Mr. Chairman, may I supplement in a few words some of the tes- 
timony? 

Mr. Brownson. Yes, Mr. Riddleberger. 

Mr. Rrippiepercer. I should say at the outset I am not a lawyer. 
Therefore, it is with considerable hesitation I speak on the legal aspect 
of this with any authority; but I would like to make one point that I 
believe has not been brought up here: That is, of course, in coming to 
the conclusion, which we did, of course, this matter was reviewed by 
Mr. McCloy who, in addition to legal experience, had long Govern- 
ment experience and, in addition to that, Mr. Webb, then Under Sec- 
retary of State, who likewise had been Director of the Bureau of the 
Budget. Therefore, we felt that we had opinions of persons who were 
indeed well qualified in this field. 

The second point I would like to make is that if my recollection is 
correct, as this project proceeded, submission of contracts to the Gen- 
eral Accounting Office was done regularly. Consequently, this 
impression I have—— 
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Mr. Mrapvrer. What was that? 

Mr. Brownson. Would you repeat that? 

Mr. RippLeBerGer. Yes; I will. 

As the papers were prepared, as the contracts were prepared, they 
were sent to the General Accounting Office in the ordinary routine. 

Now, as a Foreign Service officer, I know if I take a trip I have to 
put in the account, and that is vetoed or okayed, and certain disal- 
lowances are made. 

That is the customary procedure, and we contend that we followed 
that. 

Mr. Wotre. I would like to 

Mr. Rippiepererr. I believe that point had a certain validity. 

Mr. Brownson. Mr. Riddleberger, on that point, at what time 
would those vouchers have reached Washington? 

Mr. Wourr. May I just point out—I will come to that—as I 
mentioned here in the record the other day, in late 1949, as early as 
we could possibly put it in effect, we put in a system of accounting, 
auditing, disbursing, and vouchering our counterpart funds in the same 
identical manner as dollar funds. Under the General Accounting 
Office regulation, there is required with the first voucher on any con- 
tract a copy of that contract be submitted, and I would say that our 
first contracts, the first contracts after the State Department took 
over in 1949—the first vouchers and contracts started coming into the 
General Accounting Office in February of 1950. From that time on, 
I would estimate—I can get the exact date—the time the first voucher 
and contract was sent to Washington on the construction program in 
Bonn was in February of 1951. 

Mr. Wetcu. Well, of course, the receipt in the General Accounting 
Office of contracts or vouchers is not tantamount to a request for 
decision in advance as to whether the expenditures proposed by the 
contracts or vouchers were in fact authorized. 

Mr. Wotrs. May I add to that point, sir, since we have submitted 
vouchers and contracts, since February of 1950, to my knowledge, we 
have not had one disallowance from the General Accounting Office of 
any kind in the counterpart expenditure, despite the sums have totaled 
roughly, $200 million worth of counterpart. 

Mr. Brownson. Mr. Holtzman. 

Mr. Hotrzman. So that in the General Accounting Office you had 
knowledge rather quickly of the use of the funds and you had some 
notion with respect to the magnitude of this project in Bonn, did 
you not? 

Mr. Wetcu. I don’t really know at what point we might have 
had knowledge of this project through the vouchers and contracts. 
I expect it might not have been until after the project was well 
under way, if then. You see, I don’t know at what point the con- 
tracts or vouchers might have been sent in to Washington from 
Germany. 

Mr. Hoxrzman. Well, did your office ever indicate disapproval of 
the notion of the use of these funds in any manner, shape, or form, to 
your knowledge? 

Mr. Wetcu. Not until we got into this investigation, I don’t 
believe so. 

Mr. Hoirzman. And did you ever, prior to this investigation, 
question the legality of the use of the funds? 
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Mr. Wexcu. No. 

Mr. Hotrzman. When you began to get these vouchers and these 
contracts? 

Mr. Wetcnu. No, we did not; but, as I say, I don’t know when we 
began to get them. 

Mr. Wo re. I can answer that, sir. 

Mr. Wetcn. We are in the process of auditing them now. 

Mr. Hotrzman. Well, in an effort to be fair in this committee, 
suppose we have for the record when, for the first time, you got the 
voucher and the contract. 

Mr. Woire. March 19, 1951, the first voucher and contract were 
submitted to GAO on the Bonn construction program. 

Mr. Hotrzman. And how long after the beginning of the project 
was that, Mr. Wolfe? 

Mr. Wotre. Thirty days. 

Mr. Hourzman. Thank you. 

Mr. Wo tre. I might add 

Mr. Brownson. Mr. Welch, may | ask a question at that point? 

Mr. Welch, is it not true you have vouchers and contracts coming 
in from all over the world in large quantities and that your auditing 
is, to a certain extent, a sample check on that type of thing? 

Mr. Wexcu. That is correct. 

Mr. Brownson. It seems to me we have a situation here, very 
analagous to the income-tax returns pouring into the Internal Rev- 
enue Department. It is obvious that each one does not get a com- 
plete audit, and it has to be a sample process. 

Mr. Wotre. May | make a point there, sir? 

Mr. Brownson. Yes, Mr. Wolfe. 

Mr. Wotre. That is probably right, and I think this detailed audit 
by the General Accounting Office—I think they made a proper move 
in discontinuing that some time ago, but they do have an audit process 
and our audits, audit reports, from HICOG on the use of GARIOA 
counterpart funds have been coming in here regularly since early 
February or, at the latest, March of 1950, which shows our use of 
counterpart funds. 

I might say prior to 1949—in fact, as far as probably 1946—-1 doubt 
if there were any vouchers on the use of GARIOA counterpart even 
sent into the General Accounting Office. 

Mr. Horrzman. Mr. Chairman. 

Mr. Brownson. Mr. Holtzman. 

Mr. Hortrzman. Did you, during the course of receiving these 
vouchers, ever have actual knowledge, you personally, of the magni- 
tude of the project and the fact that these funds were being used? 

Mr. Wetcn. I personally did not; no, sir. 

Mr. Hourzman. So that vou never bad occasion to even discuss the 
legality with any member of your department? 

Mr. Wetca. That is correct. 

Mr. Hourrzman. I have no further questions. 

Mr. Brownson. Mr. Lantaff. 

Mr. Lantarr. There has been introduced in the record as an exhibit 
a list of expenditures made from the GARIOA counterpart fund. The 
exhibit is stvled the Status of GARIOA Counterpart Fund, Germany, 
December 31, 1952. In the exhibit, which is included as page 12 of 
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the publication entitled “Local Currency Counterpart Funds, Euro- 
pean Program,’’ published by the Mutual Security Agency, I notice 
that there are several expenditures listed there. | am wondering 
where in that detailed analysis are included the 417 million deutsche- 
marks expended for this project. 

Mr. Woure. On page 12, sir, the third item—-HICOG expenses 
163 million deutschemarks. 

Mr. Lanvarr. In that connection, | notice that you 

Mr. Woirr. Plus—may I add—the next item, “Unemployment 
relief in Berlin,” “Support of Berlin government,’’ down below, and 

‘he Berlin coai stockpile.” 

Mr. Lanrarr. What does that have to do with the Bonn housing 
project? 

Mr. Wore. No; the Bonn housing project is within the 453—I am 
sorry I misunderstood your question—where the 25 percent counter 
part fund has been spent in Germany. 

Mr. Lanrarr. Am I correct that the expenditure there for the Bonn 
housing project was 417 deutschemarks? 

Mr. Woure. No, sir; 117 million deutschemarks. 

Mr. Lanrarr. One hundred seventeen. 

Mr. Wourer. It came from the 463 listed as the third item on 
page 12. 

Mr. Lanvarr. I notice you bave under other purchases two specific 
headings entitles ‘Housing’ and ‘‘Public buildings.”” Why wasn’t 
the Bonn housing project specifically listed as those two items? 

Mr. Woure. That’s housing grants to the German Government for 
German housing, or a portion of German housing. 

Mr. KENNELLY. Isn’t it true, Mr. Wolfe, in keeping your accounts 
you don’t set up a special item for constructions for American person- 
nel but, rather, the cost of the Bonn construction project was prorated 
against various other activities carried out by HICOG? 

Mr. Wotre. Well, in preparing a budget, we had what we called 
in our first budget, back in 1951, an activity budget. It is broken 
down into four items—occupation, public affairs, administration, and 
consular affairs. I believe that is what it was at that time. 

Now, the budget itself when you work up most of the nonsalary 
items or expenses, you prorate to the various activities in an activity 
type budget, yes, sir, but it’s spelled out as land, structures and build- 
ings, under each item. So, adding the four figures together, you 
get the— 

Mr. Lanrarr. In view of the fact this Bonn housing project is 
included under the “HICOG expenses’”’ of this report, 1 would lixe to 
ask, Mr. Chairman, that a detailed breakdown be furnished the 
committee- 

Mr. Wo.uFe. Yes, sir; we can 

Mr. Lanrarr. As to what other expenditures are involved under 
the general heading ‘““HICOG expenses.” 

Mr. Woure. Yes, sir. 

Mr. Brownson. Without objection, so ordered. 

Mr. Wours. Here is ’51 and the 752. 

Mr. Brownson. That will be inserted in the record at..this point. 

(The list of HICOG expenses is inserted in the record as exhibits 27 
and 28 in the appendix, pp. 388-397.) 
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Mr. Brownson. Mr. Wolfe, you said the first vouchers and con- 
tracts began moving into the General Accounting Office in February 
of 1951? 

Mr. Wotrs. March, somewhere around there. 

Mr. Brownson. On the Bonn project? 

Mr. Wo.re. That is right, sir. 

Mr. Brownson. Then, I notice, for instance, on pages 31-32 of the 
HICOG construction program one of the first contracts, the contract 
concerning the real estate in this project, seems to be only signed and 
approved in Frankfurt on the 5th of April 1951. 

Mr. RippLesperGcer. What paragraph is that, Mr. Brownson? 

Mr. Brownson. It is the signature at the end of the contract on 
page 32 of the HICOG construction program. 

Mr. Woure. That wasn’t necessarily the first contract, sir. One of 
the first contracts we had was, as an example, with the architect. 
Actually, we broke ground for this project in February 1951. 

Mr. Brownson. I would like to ask the General Accounting Office 
to prepare a statement indicating when the first contracts and vouchers 
were received by the General Accounting Office for insertion in the 
record at this point as exhibit 32. 

(The statement is marked “Exhibit 32,’’ and is as follows:) 


EXHIBIT 32 


LETTER From J. KE. Wetcu, AssisTANT GENERAL CoUNSEL, GENERAL ACCOUNT- 
ING OrrIcE TO Mr. Epwarp KENNELLY, COUNSEL, INTERNATIONAL OPERA- 
TIONS SUBCOMMITTER, RE RECEIPT OF CONTRACTS AND VOUCHERS BY GENERAL 
ACCOUNTING OrricE From HICOG 


GENERAL ACCOUNTING OFFICE, 
COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, D. C., May 8, 1953. 
Mr. Epwarp KENNELLY, 
Counsel, International Operations Subcommittee, 
Committee on Government Operations, 
House of Representatives. 

My Dear Mr. KennzELLy: In compliance with your request for information 
concerning the receipt of contracts and accounts in the General Accounting Office 
relating to the construction of the Bonn housing project you are advised that the 
first contracts were received on or about April 2, 1951. These contracts did not 
indicate the funds to be charged for the expenditures involved. 

The first vouchers evidencing payment under the contracts were included in the 
account of United States Disbursing Officer Wayne L. Catching and received by 
the General Accounting Office on or about June 7, 1951. 

In the normal course of business at that time such accounts were not reached 
for audit for several months after receipt, and a period of 3 years is provided by 
law in which the General Accounting Office may settle disbursing officers accounts. 
However, the attention of the General Accounting Office was specifically directed 
at the expenditures involved in December of 1951 for the purpose of making a full- 
scale investigation. Because of the close legal question involved, as brought out 
during the hearings, and the fact that an investigation of the project was under way 
no exceptions were raised as to the legality of the project in the accounts. At the 
time the accounts were received in the General Accounting Office, the buildings 
were well under way, and they were substantially completed around November 
of 1951. 

Sincerely yours, 


J. E. WEtcH, 
Assistant General Counsel. 
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Mr. Lantarr. Mr. Chairman 

Mr. Brownson. Mr. Lantaff. 

Mr. Lantarr. This table that you have furnished, of the detailed 
breakdown of the HICOG expenses shown in the GARIOA counter- 
part analysis, which I referred to a few minutes ago, doesn’t seem 
to tally. 

Mr. Wore. Well, that’s just—that isn’t all of it, sir. The fiscal 
year 1950 isn’t in there. 

Mr. Lantrarr. Well, what we want for the record is a detailed 
breakdown of the expenditure by HICOG of some 463 million 
deutschemarks, which is listed under the general title “HICOG 
Expenses.” 

Mr. Wotre. Right. We can provide that in considerable detail. 
I just wanted to give you an idea there. 

(Nore.—This information is provided as Exhibit 29, p. 171.) 

Mr. Kenne.tuy. Mr. Wolfe, there are two points you might be 
able to clear up before we finish with this—that is to say Mr. Lay’s 
testimony. First of all, against what account was the 1,720, in 
dollars charged, paid to the 2 Americans? 

Mr. Wotre. The land was owned by 2 Germans who had emi- 
grated to the States and had become American citizens. I believe 
that money was paid from the regular FBO appropriation. It was 
not paid for— 

Mr. Kennewtiy. Under the 6% million marks in currency’ 

Mr. Woure. No. 

Mr. Kennetiy. One other question: If this project had been con- 
structed in the same manner as the German personnel apartment 
project and the name of it left in the name of the German Govern- 
ment, what would have been the effect as far as the German Govern- 
ment is concerned? 

Mr. Wotre. None. None whatsoever. 

Mr. KenNEuLY. Well, all of the expenses of that project the 
German project—are met by the German Government? 

Mr. Woure. All the expenses—— 

Mr. Kenneuiy. Of the German personnel apartment project, the 
German-personnel part of the project. Are those met by the German 
Government? 

Mr. Wore. Well, the buildings have been turned over to the 
German Government. The German Government owns the land. 
We constructed the buildings, turned them over to the German 
Government under 3 control points: 

(1) We control the occupancy of the building; (2) we control the 
rents charged to our employees occupying the building; and (3) we 
control the standards of maintenance. 

The German Government collects the rents and maintains the 
property. We audit the books every 3 or 4 months. The principal 
reason being housing for our German employees without the expense 
of operating the buildings continuously. 

Now, there is no time limit on that. We give those three rights up 
when we so desire. 

Mr. Kennetuy. I understand before you constructed the Bonn 
apartment project for American employees that consideration was 
given to putting the title to the land and the buildings in the German 
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Government, the same way you have done as far as the German part 
is concerned; is that right? 

Mr. Woure. We did discuss that. We did discuss it at some length: 
yes. 

Mr. KenNeELLY. I am wondering if any point came up in those 
discussions as to whether or not, if this were to be German property, 
as distinguished from American property, the German populace would 
consider the buildings and furnishings, and so forth, might not have 
been on such a lavish scale. 

Mr. Woutre. Not in the least. 

Mr. KENNELLY. You think if it had been done in that manner and 
construction had gone on as was carried out for the American construc- 
tion project and if it was furnished in the same manner, and with the 
same number of wine glasses, and so forth, the re would have been no 
resentment on the part of the German populace? 

Mr. Wo tre. I am certain there would have been none. There 
isn’t any, for instance, on the Frankfurt project—never has been. 
They do look forward to the time when they get the buildings, when 
the United States is through with them. 

Mr. Rippiesercer. Mr. Chairmen, could I make just one more 
point in response to a question Mr. Meader asked previously? 

Mr. Brownson. Yes, Mr. Riddleberger, if it is very brief. 

Mr. Rrppitepereer. It will be very brief, de aling with the question 
of emergency, sir. 

It was considered that the outbreak of the Korean war and the neces- 
sity of getting ahead with the rearmament program did constitute an 
emergency. 

I think I explained that at great length in my testimony last week. 

Mr. Brownson. The chairman now feels that sufficient time and 
space in the testimony has been devoted to developing the legal argu- 
ments concerning the basis for the use of funds on this Bonn construc- 
tion program. 

I will ask unanimous consent at this point in the record that any 
additional legal information which may be supplied by the State De- 
partment, by the Office of the High Commissioner or by the General 
Accounting Office may be included, but it will be the intention of the 
chairman not to hear any more legal arguments about the basis for 
the expenditure of the funds during the balance of the hearings, having 
provided for their inclusion at this point. 

(Norr.—No additional information was supplied.) 

Mr. Brownson. I want to thank you very much, gentlemen, for 
your cooperation and partic ipation in ‘this hearing and we will express 
to you the committee’s appreciation. 

Now, if Mr. Glenn Wolfe will please step forward and take the 
stand—— 

Mr. Wotre. Yes, sir. 

May I ask Mr. Hefner 





Mr. Brownson. Certainly. 

Mr. Hefner has been sworn? 

Mr. Wo tre. He bas, sir. 

Mr. Brownson. And you have been sworn? 

Mr. Wo re. Yes, sir. 

Mr. Brownson. We will now devote this portion of the hearings to 
a brief exploration of the preliminaries, including a few of the factors 





ste some ttn 





USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 219 


concerning the movement from Frankfurt to Bonn, but primarily to 
develop the area in which the committee members have expressed a 
great deal of interest—and that is the area which includes the scale 
and type of these buildings. 

| have consulted informally with the committee members at various 
times since we have started the hearing. One of our main interests, 
as I can see it, is in the scale and scope of this type of activity. We 
are interested in investigating the justification for the type of building 
which was constructed and for the unusually expensive type of con 
struction and furnishings in them. 

Mr. Wolfe, one little detail to pave the way: Consultations were 
had with the German Government concerning the move from 
Frankfurt to Bonn. 


FURTHER TESTIMONY OF GLENN G. WOLFE, EXECUTIVE DIRECTOR, 
OFFICE OF THE UNITED STATES HIGH COMMISSIONER FOR 
GERMANY 


Mr. Woure. Yes, sir. 

Mr. Brownson. Could you chronologically outline those consulta- 
tions for the record? 

Mr. Woure. I think you will find on page 23 of the booklet a 
memorandum which I wrote—I think it is 23—-a memorandum for 
the record 1 wrote regarding consultations Mr. McCloy had with 
Chancellor Adenauer, members of the opposition party, the SPD, the 
various members of the German Government; and primarily from a 
standpoint—well, I shouldn’t say “‘primarily,”’ probably, but certainly 
one of the things was the question of the SPD, as an example: “If 
the elections go to the SPD the next time, will you move the capital 
some place in Western Germany, other than Bonn?”’ 

SPD categorically said, “No,” and urged us to move to Bonn as 
well. 

(The memorandum referred to marked ‘Exhibit 33’’ follows:) 


EXHIBIT 33 


MP®MORANDUM FOR THE ReEcorD, DaTED NOVEMBER 21, 1950, By GLENN G. WoLFE 
RE CONSULTATION OF UNITED States HicgH CoMMISsSIONER McCuioy Wirn 
FoREIGN OFFICIALS ABOUT THE BONN Move. 


Mr. McCloy has requested that I write this memorandum for the record covering 
his conversations with various individuals regarding the proposed move of United 
States headquarters to Bonn. All of the ministers-presidents of the United States 
zone agree that such a move is most desirable. They were reluctant in this agree- 
ment because of their regret at seeing the United States High Commissioner’s 
headquarters move out of the present United States zone and out of Frankfurt. 
He discussed the move with Chancellor Adenauer who enthusiastically endorsed it 
Through unofficial SPD sources Mr. McCloy was informed that the SPD would 
not press for a move of the capital to Frankfurt. Both British High Commis 
sioner Sir Ivan Kirkpatrick and French High Commissioner Francois Poncet 
strongly endorse the proposed United States move to Bonn. 

As of today Mr. McCloy has directed that I proceed according to the plan out- 
lined to him and the office directors on November 8. Telegram No. 4271 has been 
sent to the Department asking for comment. Porter is there prepared to discuss 
all details. All plans are in readiness. Lennon has been instructed to procee | 
immediately to Bonn and consummate all deals with the city officials of Bad God 
esberg on acquisition of land. 


Mr. Brownson. Who were the representatives of the High Com- 
missioner taking part in these conferences? 
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Mr. Wotre. Mr. McCloy personally did this. 
Mr. Brownson. Mr. McCloy personally? 
Mr. Wotre. Yes, sir. 

Mr. Brownson. Could you recite from your memorandum the dates 
of these conferences? 

Mr. Woure. The dates of those conferences were between Novem- 
ber the 14th, 1950, and November the 21st, of 1950. 

Also consulted were the ministers president of each state. 

The ministers’ presidents are also key members of the upper house, 
the Bundesrat. So, Mr. McCloy wanted to consult them. 

I think if I may have those cables back, Mr. Mountain—— 

I think one person did act as an emissary for Mr. McCloy in one 
conversation. I forget which it was. November the 20th. I don’t 
know what day that was on, but it says: ‘In response to Mr. McCloy’s 
inquiry to the Chancellor’’—excuse me if I paraphrase a bit, sir— 
‘last Thursday’’—it could have only been a couple of days before the 
20th—‘“‘concerning the permanency of Bonn as a federal capital,’ 
et cetera, ‘while Mr. McCloy did make the inquiry directly, he got the 
answer through one of our men, then in Bonn.” 

Mr. Brownson. Now, would you like to summarize for us briefly, 
Mr. Wolfe, the reason why the matter of funds for the construction 
program in Bonn-Bad Godesberg area was not presented to Congress 
for a deficiency appropriation? 

Mr. Wo re. There are several reasons for that, and I would say 
the primary reason it was not presented to Congress at the time was 
because of the urgency of the move, the idea being that (1) we had 
in effect just had a change of policy where we were going toward a 
rearmament of Germany, and it was extremely urgent that we get 
moved to Bonn as quickly as possible in order to get on with the 
negotiations that had already started and we knew would be greatly 





expanded. | 
Mr. Brownson. Your contention is that it was a policy change 
which resulted in expediting this consideration, even though the 


matter had been debated for approximately a year before that? 
Mr. Wo.re. That is correct. It was debated in February before, 
but again the policy had not changed. The policy did not change 
until after July, August, I might say, of 1950. ; 


That was the first point. a. 2 

The second point I would like to make is that in discussing the ; 
legality there was no question in the attorney’s mind whatsoever but : om 
what the legal authority was there. ' 

I might say, third, that the use of local currencies had been con- 
sidered delegated by the Congress to the State Department and to v 
the High Commissioner, much the same way as it was delegated to 
ECA in the administration of their program. 

In other words, the 5 percent and the 10 percent were not subject 
to direct congressional appropriations, but were delegated to the ; 
agency involved. . ov 

Mr. Meaper. Mr. Chairman. 

Mr. Brownson. Mr. Meader. 1 

Mr. Meaper. I have been a little disturbed, Mr. Wolfe, over the 4 
testimony the other day concerning the memorandum purporting to i ul 
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be prepared by you, dated November 14, 1950, to Mr. McCloy, 
which purports to summarize a discussion in Mr. McCloy’s office on 
November 8, concerning the Bonn move, in which this very matter 
you have now been testifying to was covered; and, as I recall it, I 
read a sentence there which purported to quote you as saying you 
doubted whether Congress would give you this money if you asked 
for it, and in your testimony this morning you said you never said that. 

Mr. Wotre. That is correct, sir. 

Mr. Meaper. And the memorandum was in error. 

Mr. Wotrer. That is correct, sir. 

Mr. Meaper. Now, as I recall it, you said your deputy prepared 
that memorandum? 

Mr. Wotre. Yes, sir; Mr. Hall. 

Mr. Meaper. And all reports not actually prepared by you are 
prepared by your deputy; is that right? 

Mr. Wotres. By Mr. Theo Hall. 

1 think you will find—— 

Mr. Meap_er. Well, that—— 

Mr. Wotrs. As I think I mentioned, in fact, I had to leave the 
meeting—TI am not sure it was completely over when | left, but at that 
time 1 had to hurry off to a meeting in Bonn and then an extensive 
field trip and I did not get back for 2 or 3 weeks. When I saw my 
copy of this memorandum I wrote on it this was in error and discussed 
it with my deputy. I said: ‘‘This should definitely be corrected. 
I didn’t say that.”’ 

I have tried to find my copy of it, but I think, as I mentioned to the 
committee the other day, I’m sure that I could, if they are available, 
Colonel Gerhardt, Mr. Hall, and others, to testify that 1 did not 
make a statement like that. 

Mr. Mraper. Now, Mr. Wolfe, I am a little disturbed because this 
memorandum, without any such deletion, was included in what pur- 
ports to be an official report of the whole background of this pro 
gram 

Mr. Wore. That is correct. 

Mr. Meaper. Which you presented in January 7 of 1953 

Mr. Wore. That is correct, sir. It is exactly as it was in file 
Unfortunately, we did learn a bitter lesson on that one. I did not 
correct that memorandum and call all the other copies back. 

Mr. Muaper. Now, did Mr. Hall attend this meeting on November 
8 in Mr. McCloy’s office? 

Mr. Wours. Part of it; yes, sir. 

Mr. Meaper. Now, is it your testimony now that this statement 
was not made by anyone or just not made by you? 

Mr. Wotre. It was not made by me or anyone else. 

Mr. Lantarr. While you were there? 

Mr. Woure. While | was there. 

Mr. Meaper. And can you give any explanation to this committe: 
why your deputy would make up a statement to that effect? 

Mr. Wotre. | don’t think he 

Mr. Mraper. And then ascribe it to you? 

Mr. Wotre. I don’t think he made it up at all. He just didn’t 
understand it. I know in my discussion with him later he said, 
“Well, I just didn’t understand what this FBO approach was to it. 
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In fact, only two people at the conference understood the FBO 
process, and that was Colonel Gerhardt and myself. 

What I did say was: 

If time was the important thing and we do have the legal authority for the use 
of this counterpart, then we’ll never be able to meet the time element you have 
specified by this method 

Mr. Meaper. Let me just read this statement again, Mr. Wolfe. 

Mr. Wotre. Yes, sir 

Mr. Meaper. This appears on page 22 

Mr. Wotre. Yes, sir. 

Mr. Meapver. Of your HICOG construction program document. 
This is the statement in question [reading]: 


Colonel Gerhardt questioned the possibility of using FBO 


That is foreign building operations? 
Mr. Woure. That’s right. 
Mr. Meaper. [reading]: 


funds for construction in Bonn 


Mr. Wore. That’s right. 

Mr. Meaper [reading]: 
and Mr. Wolfe pointed out the total worldwide FBO budget this vear was only 
$2 million—— 

Mr. Wo.tre. That’s right. i 

Mr. Meaper [reading]: 
and that he doubted whether an approach to Congress for additional funds for 
building at Bonn would be favorably considered. 

Ir. Wotre. That’s right, sir. 

There were two parts to the question: 

(1) Colonel Gerhardt asked the possibility of using FBO funds. 

Now, that is: Could we use it? 

I said: “No, not as it stands now because the appropraition is 
only $2% million this year.”’ 

Mr. Meraper. That part of the statement you did make? 

Mr. Wotre. That part; yes. 

Mr. Meaper. There is no question about that? 

Mr. Wotre. No, sir. 

Mr. Meraver. You did tell him the appropriation was only $2% 
million for the whole foreign building operation program for that year? 

Mr. Wotre. That is correct, sir, and that we would have to go back 
to Congress to use the FBO process—we would have to go back through 
Gongress and ask for additional appropriations to do it. 

Mr. Meaper. You said that, too? 

Mr. Wo tre. I did, sir. 

Mr. Mraprer. You told Mr. Gerhardt that? 

Mr. Wotre. Yes. 

Mr. Meaper. You told him you would have to go to Congress for 
additional funds? 

Mr. Wours. That is correct, sir. 

Mr. Mzaper. So, the only fact in error is that you did not believe 
Congress would look upon it with favor? 

Mr. Woure. That is most certainly in error, sir. 

Mr. Mraper. You didn’t say that? ; 

Mr. Wore. No, sir; I certainly did not. 
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Mr. Meaprer. Or anything resembling it? 

Mr. Wotrer. No, sir. 

Mr. Meaper. Well, what explanation can you give for your deputy 
for including such a statement if it weren’t made? 

Mr. Woure. I don’t know. He said he just didn’t understand it 
at the time, but I knew that he wasn’t familiar. He was new in the 
State Department. He wasn’t familiar with this process, and my 
point was that we couldn’t meet the time element and do it through 
the FBO process. 

Mr. Meaver. Mr. Wolfe, what is your opinion today? Do you 
think if you presented this $16 million program with some of the 
extravagance—at least some of the people think it extravagant n this 
construction—that it would have received approval of Congress? 

Mr. Wotre. { am just as certain as I am sitting here, sir, if we 
could get this picture across to Congress, at that time, and a thorough 
study of it, and the time that was involved, yes, sir; I do. 

Mr. Meaper. And you then thought if it had to be taken to Con- 
gress that it would receive favorable consideration by the Appropria- 
tions Committee? 

Mr. Wore. Mr. Meader, I have been in the finance business of 
the Government for 20 years, and I would never undertake anything 
that I did not feel that I could justify before Congress at any time. 

Mr. Jupp. Will the gentleman yield? 

Mr. Mraper. Yes. 

Mr. Brownson. Dr. Judd. 

Mr. Jupp. These funds, $2 
United States currency? 

Mr. Wotrr. It is the authorization to use foreign currencies, 
foreign credits, sir. 

Mr. Jupp. That $2% million is an authorization 

Mr. Wo.rer. To use 

Mr. Jupp. To use foreign currencies? 

Mr. Wotre. That’s right, 

Mr. Jupp. That is, all of the funds that were spent under that $2% 
million, by authorization of Congress, were from foreign currencies? 

Mr. Woure. That is correct, sir. 

Mr. Jupp. That does not include any appropriations from the 
United States, any United States currency, for building of State 
Department housing or other facilities in areas where there wasn’t 
foreign currency available; is that right? 

Mr. Wotre. I think that is correct, sir. 

Mr. Jupp. Is there another appropriation 

Mr. Wo.re, I would have to verify that, sir. 

Mr. Jupp. Is there another appropriation, another item in the 
appropriation bill, that covers funds for FBO in American currency? 

Mr. Woure. I believe I would have to consult with the FBO 
Appropriation Act, sir. I am not that familiar with it. Some dollar 
appropriations are for FBO, but there are some limitations, and I am 
not familiar— 

Mr. Jupp. Is it reasonable to suppose that Congress would go to the 
trouble of making a specific appropriation of $2% million in foreign 
currency to cover its building operations the whole world over and 
then not bother about or even be interested in a specific appropriation 
for one project that involves so many times as much money? 
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4 million fund, under FBO—is that 
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Mr. Wotre. Sir, I’m certain that Congress was interested in the 
project. There’s no question in my mind but what they were in- 
terested in it. 

Mr. Jupp. Now, Mr. Chairman, I would like to ask this question: 
Mr. Wolfe has said that the chief and most urgent reason for taking 
this action in the manner that was used was because of a change in the 
political situation and the desire to bring German forces into the 
European Defense Community, and so forth; yet, I can’t find, or 
haven’t found, in reading all these memoranda, that explanation as to 
why the subject was reopened after it had been settled in the negative 
the preceding February. I can’t find in the memoranda any state- 
ment of that major reason which you now give. In the office mem- 
orandum from you to Mr. McCloy on October 27, in which you review 
the reasons why the thing was turned down in February, and you 
reconsider the advantages and disadvantages of a Bonn move, and the 
cable, KEAB is included, and even in your summary of November 14, 
from which Mr. Meader was quoting, no mention is made of this which 
you now say was a most urgent reason. 

Mr. Wo.re. That is my reasoning, sir, and it is backed up by state- 
ments from Mr. Riddleberger at the time, and I am sure Mr. McCloy 
would back it up. 

I don’t think it is in here—TI was looking at this—at the time I was 
writing memoranda or having any record kept presenting the facts to 
the group at HICOG. 

1 could quote a lot of statements made by individuals, but I rely 
on that political consideration upon Mr. Riddleberger’s and Mr. 
McCloy’s statements, and I am sure they would be glad to put a 
statement in the record to that effect. 

Mr. Jupp. Isn’t it strange that the memorandum prepared by Mr. 
Hall includes things that weren’t said but doesn’t include the major 
reasons? 

Mr. Wotre. The major reasons—at the time this meeting was held, 
Dr. Judd, the question of the political considerations had been gone 
over and over and over. In presenting this to Mr. McCloy and his 
staff, what I was interested in was the one thing that Mr. Holtzman 
reminded me of—my reservati = That in my opinion, although we 
had the legal authority to do it, I did not think it a wise expenditure of 
funds if we could not have a reasonable certainty that Bonn would 
remain the capital for 5 vears. 

Now, all of the politic ‘al considerations had been discussed pro and 
con in Mr. McCloy’s office for a couple of months, and I put down 
this principally to show that Mr. McCloy and every key member of the 
staff was urging the move to Bonn. All of the other discussions had 
been held, and many of them without my presence, but I’ll be very 
frank with the committee: That I wanted to show—the record to 
show—at some point that every member of the staff was in favor of 
and was urging the move to Bonn 

Mr. Jupp. Yet- 

Mr. Woure. But there was some doubt about it, and here was an 
expenditure involving 125 million deutschemarks, and after that 
approval was given I was the fellow responsible for spending the money, 
and I wanted more than just— 

Mr. Jupp. Well, you say that you didn’t favor moving there 
unless there was an assurance that the capital would remain in Bonn 
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for 5 years, and yet you remember Mr. McCloy’s answer was that no 
one could predict this with certainty? 

Mr. Woure. That is correct, sir. 

Mr. Jupp. So your condition wasn’t fulfilled; yet you still favored 
the move? 

Mr. Wore. There was a reasonable certainty, sir, and I think that 
reasonable certainty in Mr. McCloy’s statement was established. 

If you refer to page 23, when we say: 

Through unofficial SPD sources Mr. McCloy was informed that the SPD would 
not press for a move of the capital to Frankfur 
frankly, that was a worry at that time, that we would get all moved to 
Bonn and then a new government would go in and move to change 
the capital, or vote to change the capital again. 

Mr. Jupp. Perhaps you gave testimony on this the other day—if 
you did, I’ll withdraw the question—but have you stated to the com- 
mittee whether, when this was taken up the preceding February, you 
favored or disfavored the proposed move? 

Mr. Woure. I think at that time I merely presented the facts of 
all the various alternatives of what a move to Bonn would be, and my 
judgment in February of 1950 was merely to say to the staff: “If you 
consider this a political and economic necessity, then you must 
authorize me 125 million deutschemarks and 10 months to do the job.”’ 
At that time I’m not positive whether | made a specific statement, 
Yes; let’s move to Bonn.” Frankly, I do know this thought was 
in my mind; that I was not anxious to undertake such a job as doing 
all our construction in Bonn and moving the people. The responsi- 
bility, in addition to all the other responsibilities ] had at that time, 
was pretty great, and it was quite 

Mr. Jupp. You didn’t urge it at any time 

Mr. Wo re. I did 

Mr. Jupp. Yourself? 

Mr. Woure. Not urge it at any time. 

Mr. Jupp. Did you give it as your opinion that it was a wise move? 

Mr. Wo tre. I said yes; it was a wise move if we had some reason- 
able certainty that Bonn would remain the 

Mr. Jupp. That is all. 

Mr. WotrFe. Capital, because I 

Mr. Meaper. Mr. Wolfe, you were here a few minutes ago when 
Mr. Riddleberger asked to make an additional statement, and he pur- 
ported to answer a question I had been pressing about the emergency 
and the urgency character of this construction and whether it was an 
unforeseen contingency, and he then said that the emergency was that 
we determined to reacm Germany because of the Korean situation. 
Mr. Judd has now been asking you why that wasn’t included in your 
memoranda of reasons, and I would like to ask you now if anywhere 
else in this justification or this report there is any reference whatever 
to the rearming of Germany as the basis or an emergency reason for 
this move to Bonn, or if it is not in this document, so that we can’t 
be accused of lin iting it in any way, if vou can find any document or 
Mr. Riddleberger can find anv document that will show that emer- 
gency reason was thought of before the decision was made rather than 
just after these hearings commenced 

Mr. Woure. I don’t know about the documents, but I think Mr. 
Riddleberger will agree with this—certainly I'll say this subject to his 
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agreement: That we would prefer to answer this question; or, rather, 
we would certain'y like to discuss this more informally with the com- 
mittee in an executive session. 

Mr. Ripptesercer. Mr. Chairman, | would be prepared to discuss 
it exhaustively if we could discuss it in executive session. 

Mr. Brownson. We will be glad to have an executive session 
before we are through with the hearings, and I would suggest that 
Mr. Riddleberger and Mr. Wolfe make notes of particular things 
they would like to bring up in such a session. 

Mr. Wotre. Thank you, sir. I believe I have two or three of them. 

Mr. Lanrarr. Mr. Chairman. 

Mr. Brownson. Mr. Lantaff. 

Mr. Lanrarr. Mr. Wolfe, when was the first time you saw this 
office memorandum of November the 14th following its publication? 

Mr. Woure. As I recall, sir—I was trying to think about that the 
other day—about a week or 10 days afterward, because I was over 
to Bonn for 2 or 3 days and right from there to an extensive field 
trip. About a week or 10 days after if was written and distributed. 

Mr. Lanrarr. I assume a number of copies of that were distrib- 
uted to all the participants of that conference? 

Mr. Wotre. A copy to each one mentioned in the memorandum; 
ves, sir. 

Mr. Lantarr. And not one of the participants in that conference 
called attention of Mr. Hall to the fact that he had made a misstate- 
ment of facts? 

Mr. Wourr. No, sir; because I would say that none of them, with 
the possible exception of Colonel Gerhardt, understood what Gerhardt 
and I were talking about when we said FBO process or FBO approach. 

Mr. Lantarr. You don’t think Mr. McCloy would understand 
that statement? 

Mr. Wo ure. I think he does now, or did a few months later, but I 
don’t think he did at that time; no, sir. 

Mr. Meaper. Mr. Wolfe, is it your practice to have memoranda 
sent around over your name without looking them over first? 

Mr. Wotre. In this particular instance; no, sir; it wasn’t; but my 
deputy is authorized to do it when I am out of town. 

Mr. Meaper. And your testimony is this memorandum of No- 
vember 14 was not seen by you until after it had been distributed? 

Mr. Wo tre. No, sir; I didn’t see it for a week or 10 days after it 
had been distributed. 

Mr. Brownson. Mr. Wolfe, you are familiar with the usual methods 
of acquiring land and purchasing property under the sanction of the 
Foreign Service Buildings Act? 

Mr. Wo re. I am, sir. 

Mr. Brownson. In the executive session I would like to go further 
into detail with respect to that. 

I would just like to ask one question for the record at this point 
concerning the prisoner of war funds: Were any prisoner of war funds 
utilized in this Bonn housing project? 

Mr. Wo tre. No, sir. 

Mr. Brownson. Do you have a fund over there which is known as 
the High Commissioner’s confidential or secret fund? 

Mr. Woure. We have a $100,000 appropriation that was mentioned 
here, which you can call a confidential fund, and we do have a deutsche- 
mark fund; yes, sir. 
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Mr. Brownson. Was any of this construction or furnishing accom- 
plished from the High Commissioner’s personal, secret or confidential 
deutschemark fund? 

154 Wotre. No, sir. 

. Brownson. Was that fund used mostly for public relations? 

Mi Wotrer. May I answer that in executive session, too, sir? 

Mr. Hourzman. Mr. Chairman. 

Mr. Brownson. Mr. Holtzman. 

Mr. Hourzman. Mr. Wolfe, you told us on several occasions that 
the move was made by virtue of the emergency; is that correct—the 
change in policy? 

Mr. Wore. That is correct, sir 

Mr. Honraman. And, yet, you said in your memorandum and 0 
repeated here today you would not go along with the move unles 
there was some reasonable ce rtainty that you would be permitted t 
remain in Bonn for 5 years; is that correct? 

\ir. Woure. I made that statement, yes, sir, from the standpoint of 
expenditure of 125 million deutschemarks. 

Mr. Hourzman. Well, now, if the move was such an emergency, you 
would not be opposed to the expenditure of 125 million deutsche- 
marks, would you? 

Mr. Worse. I would certainly be opposed to the expenditure of 
125 million deutschemarks if the capital was going to be moved, from 
Bonn in 6 months. 

Mr. Hotrzman. In spite of the fact 

Mr. Woure. Or a year. 

Mr. Houirzman, In spite of the fact that there was this emergency 
which you spoke of? 

Mr. Wourr. Yes, sir, if it was only a question or if it was the thought 
we were going to have to move the capital in a vear’s time, we could 
and would have gone up there and built barracks and left the families 
in Frankfurt. 

Mr. Hotrzman. So that actually the emergency was not that great 
an emergency, Was it, in your opinion, at the time? 

Mr. Wore. Yes, sir, an emergency—an urgency to get our working 
people to Bonn, yes, sir, as the capital of western Germany. 

And if there had been—for instance, if the SPD had come back and 
said, “Oh, no, we’re going to push to have the capital in Butzbach 
instead of Bonn, and we’re going to do that in the next 6 months,” | 
would have definitely been opposed to a move, or if they had said, 
‘We're going to do that next year,” I would have been opposed to the 
move; I would have gone up to Bonn and constructed very minimum 
barracks type structures for our working people and left the families 
in Frankfurt. 

Mr. Horrzman. Very minimum type is what Colonel Gerhardt 
recommended, is it not? 

Mr. Wo.trer. No, sir, he recommended the minimum number I 
believe. 

Mr. Ho.irzman. Your memorandum, this particular memo that we 
are discussing here today, says that Colonel Gerhardt then recom- 
mended that minimum construction necessary to house and office a 
permanent U.S. organization in Bonn be started at once. 

Mr. Wo tre. That is correct, sir, and he was referring to the number 
of people, because, you understand, at that time we had a head- 
quarters staff of about 1,100 people. 
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Now, naturally, to go back to our planning, we said that we cannot 
in all good conscience construct for the number of people we have at 
the present time, knowing full well if contractual agreements are 
successful, that our staff is going to go down and down and down. 
So what can we leave in Frankfurt? 

Now, we went through—my office went through—at that time a 
very extensive organization plan, which I will be very happy to submit 
for the record, showing what we anticipated the number of American 
personnel to be in the capital in July of 1952—assuming among other 
assumptions than agreements would be ratified; assuming that we 
could eliminate a lot of our occupation responsibilities, et cetera. 

Employees were left behind in Frankfurt, for instance, practically 
the entire Public Affairs organization was left in Frankfurt. The 
Courts organization, Joint Export-Import Administration; a large 
part of our distribution center was left in Frankfurt; part of admin- 
istration of communications was left there; Military Security Board 
was left in Koblenz. ‘That’s what Colonel Gerhardt was referring to 
in not building houses in Bonn for 1,000 Americans when we were 
only going to have—according to the organization plan—500, 2 vears 
from then if all these things were successful. 

Mr. Brownson. Mr. Wolfe, is there a copy of that organization 
plan which you submitted at that time in the HICOG report? 

Mr. Wo tres. I will, sir. 

Mr. Brownson. Is there one in here? 

Mr. Wotre. I think only references were made to it. 

Mr. Brownson. Isit there? Will you be kind enough to supply the 
organization plan as you envisioned it at that time, and secondly, the 
organization as it is today? 

Mr. Woure. Yes, sir, [ am glad to say it is within 10 percent. 

Mr. Brownson. I ask unanimous consent that this be included in 
the record at this point. 

(The organization plans furnished by Mr. Wolfe, marked “exhibits 
34-A—34—J,” are as follows:) 


Exuisit 34-A 


EXPLANATION OF THE ORGANIZATION AND STAFFING RECOM- 
MENDATIONS FOR THE BONN EMBASSY 


IMMEDIATE OBJECTIVES 


Planning for the relaxation of controls over Germany and for the construction 
of an organization and staffing pattern for a Bonn Embassy has been accelerated 
by the rapid economic recovery of Germany, the increase in the tempo of the cold 
war, recent Communist military aggression, the requirement for more rapid and 
closer integration of the Western European economy, and the possibility of a 
HICOG Headquarters transfer from Frankfurt to Bonn. In addition, the 
Department has expressed need for a plan which would be the basis for the transfer 
of selected HICOG personnel into the permanent Foreign Service, based upon 
future position requirements in Germany, and for the assignment of present 
Foreign Service personnel to continuing jobs in Germany. 

The attached material, therefore, attempts to interpret the present basic 
embassy organization pattern in terms of the requirements in Germany for approxi- 
mately 5 years after the establishment of an embassy and to establish the con- 
commitant staffing schedule. It is emphasized that this material represents a 
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yreliminary and uncoordinated plan which requires detailed examination by both 
the HICOG staff and interested departmental officers, 


ASSUMPTIONS 


1. The programs within Germany, if developed according to the present 
schedule, will permit the establishment of an embassy-type organization during 
fiscal year 1953. . 

2. Preceding the establishment of an embassy will be the promulgation of a 
peace treaty which would include provisions for the exercise of selected military 
and economic controls by international agencies within which Germany would 
have full membership. 

3. Economic aid program for Germany, except that derived from military 
assistance, would be continued only for maintenance of a stable Berlin economy. 
The Embassy economic staff would, therefore, be limited to activities pertaining 
to unilateral reporting, to United States and allied business concerns, the imple- 
mentation of economic aid to Rerlin, defense procurement and strategic materials, 
and to assistance to the international trade, research, and other control agencies. 

4. Similarly, the control activities exercised by the Military Security Board, 
the Office of Intelligence, and the Office of Political Affairs would be limited t« 
an assistance function required by the international control agencies and to such 
technical-aid programs as might be requested by German Government authorities 

5. Anticipating that United States troops will remain in Germany after 1952 
a liaison between the German Federal and Laender governments and the elements 
of the occupation forces would be a continuing requirement. 

6. With the elimination of the reserved powers and the reestablishment of an 
embassy operation, there will be less justification for an extensive policy delega- 
tion to the resident representative of the State Department, thereby requiring a 
more complete exchange of information with Washington to permit formulation 
of policy and programs at that level. 

7. The present Laender programs operating within the United States zone will 
have been eliminated, with the consular and embassy units implementing the 
residual required field programs throughout all of Western Germany. 

8. The present Public Affairs program will be contracted to parallel the USI] 
program, which will geographically encompass all of Western Germany. 


CHARACTERISTICS OF THE ORGANIZATION PATTERN 
OFFICE OF THE AMBASSADOR 


Recognizing that our operations in Berlin will continue to present a large num 
ber of unique operating problems, provision has been made for a Deputy Chief 
of Mission for Berlin. Although it is anticipated that the Berlin operating pro- 
grams will be administered either by the Berlin consulate or by units attached 
to the consulate, it is felt that a coordinating position in the office of the Ambas- 
sador is necessary to assure headquarters consideration and implementation of 
the Bertin activites. 

The Military, Air, and Naval Attaché units were charted with the knowledge 
that the positions involved would be filled by the commanding officers of the 
Armed Forces in Germany or their representatives. 


REPORTS OFFICE 


This unit was established as a clearing point for embassy and consulate reports, 
with additional responsibilities for preparation of routine monanalytical reports 
not directly related to tlhe operations of other line offices and for providing library 
and statistical services as required, 


POLITICAL ANALYSIS AND POLICY COORDINATION STAFF 


The establishment of the political adviser in a staff office is recommended in 
order to assure that political considerations are given to all major line policy 
decisions and reprrs. The assignment of a staff role to the political officer also 
permits the division of line responsibility according to the characteristics of the 
embassy operations irrespective of the immediacy of their relationships to either 
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economic or political problems. It is believed that this particular arrangement 
reflects more closely the actual relationship of the political office to both the Ambas- 
sacdor and the line operations than would the establishment of an Office of Political 
Affairs. The Political Analysis and Poliey Coordination staff would continue to 
ner out its representation functions and political analysis and reporting opera- 
ions. 

OFFICE OF CONSULAR AFFAIRS 


In the recommended organization pattern, this office would only have respon- 
sibility for the consular activities carried on by the Embassy and for the consular- 
type activities in the consulates, to the same extent that other offices control 
their respective field programs. 


OFFICE OF GENERAL COUNSEL 


\ number of residual legal problems necessitates the continuance of a large 
General Counsel program. As soon as the claims, property, and administration 
of justice responsibilities contract or are eliminated, this office may be discon- 
tinued and one or more staff positions established in the office of the Ambassador. 


OFFICE OF ADMINISTRATION 


This activity conforms to the General Counsel pattern, except that a manage- 
ment function is retained in conjunction with the budget and fiscal activities. 
It is felt that, as long as the Embassy program continues to encompass as many 
diversified programs as is presently contemplated, this type of operation will be 
required to permit an orderly transition from one phase to another. 


OFFICE OF ECONOMIC AFFAIRS 


This program is constructed about a grouping of major anticipated economic 
programs. As the characteristics of these programs are changed, the office 
structure will be adjusted. 

OFFICE OF PUBLIC AFFAIRS 


Anticipating the curtailment of our present zonal program and the construction 
of a USIE program covering all of Western Germany, a three-division structure, 


»yatterned closely after the traditional organization for Public Affairs is recom- 
I : g 


mended. 
OFFICE OF OCCUPATION SECURITY 


Within this office are the intelligence, military liaison, and public safety pro- 
grams which it is anticipated would be required to carry out our unilateral respon- 
sibility for international controls of German military action and to provide the 
necessary liaison between German government agencies and the Armed Forces. 
It is anticipated that the field personnel required to carry out the military liaison 
operation can be utilized also for intelligence work and such area reporting as 
falls outside the normal consulate operations. 


OFFICE OF DISPLACED PERSONS 


Until the political and economic climate of Europe permit the complete resettle- 
ment of displaced persons outside Germany or their integration into the German 
economy, we have continuing responsibility in this field. 


CONSULATES 


The staffing pattern recommends a nominal increase in the size of the various 
consulates to permit their assumption of the reporting presently performed by 
land observers and offices of the land commissioners. In addition, a small staff 
has been provided to assist the Office of Occupation Security in implementing its 
military liaison and area reporting responsibilities. 
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Exuisir 34C 


FUNCTIONAL STATEMENTS FOR RECOMMENDED ORGANIZATION 
OF BONN EMBASSY 


OFFICE OF THE AMBASSADOR AND Deputy CHIEF OF MISSION 
AMBASSADOR AND DEPUTY CHIEF OF MISSION 
DEPUTY CHIEF OF MISSION FOR BERLIN 


Provides within the Embassy a point of coordination for all policy and programs 
directed to or originating in the Berlin consulate; serves as a member of the policy 
coordination board; acts as an adviser to the Ambassador and his staff on Berlin 
matters; represents the Ambassador as requested in discussions with the Armed 
Forees, regarding the military defense of Berlin and in related international 
negotiations and reviews all analytical reporting pertaining to Berlin. 


MILITARY, MILITARY AIR, AND NAVAL ATTACHES 


Observe, analyze, and report on ail military matters to the Ambassador and 
submit technical reports on military developments in Germany to the Depart- 
ments of Army, Air Forces, and Navy. (As long as United States forces remain 
in Europe, the positions for these activities will be filled by the commanding 
generals of the components or their representatives.) 


PouiticaL ANALYSIS AND PoLticy CooRDINATION STAFF 


Provides the Ambassador and his deputy with a political staff responsible for 
the collection, analysis, and reporting of analytical information in the political 
field and for the review and analysis of all analytical reports originating in the 
line offices and the consulates to assure that the political ramifications of the sub- 
ject are adequately and accurately developed and that the policy position of the 
Embassy has been reflected. In addition, the director of the political analysis 
and policy coordination staff (the political counselor of the Embassy) acts as the 
chairman of the policy coordination board which reports to the deputy mission 
chief and which includes the deputy chief of mission for Berlin, and the directors 
of the offices of economic and public affairs and of occupation security. The 
policy coordination board is the unit responsible for developing, coordinating, 
and recommending policy to the Ambassador through the deputy mission chief. 
Since the political counselor occupies a staff position, it is not anticipated that he 
will have responsibility for the implementation of line functions either directly 
or through established line officers, except that the usual representation and 
protocol activities of the political staff are retained. 


Reports OFFICE 


Assigns responsibilities for the preparation of all required headquarters and 
consulate reports and provides a control point to assure the maintenance of the 
reporting schedule; prepares the routine technical and commodity reports which 
do not require an analysis by the appropriate attaché or operating staff officer; 
maintains the library and statistical reference service for the Embassy and provides 
a staff statistical assistance program for the other Embassy offices and the political 
analysis and policy coordination staff, including the maintenance of lisison with 
the statistical and reporting agencies of the Federal Republic at both the Federal 
and Laender levels. 

ConsvuLAR AFFAIRS OFFICE 


Performs the normal consular functions for the Embassy, including visa, pass- 
port, welfare, property protection, and notarial services. (The consular affairs 
office does not exercise a field coordination or control responsibility beyond that 
required of all offices of the Embassy in implementing their respective programs 
through the consulates.) 


Orrice oF GENERAL COUNSEL 


Acts as legal adviser to the Ambassador, reports matters of general interest to 
the Department of Justice, and assists in the negotiations-ineident.to a peace 
treaty with Germany. 
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CLAIMS DIVISION 


Processes all claims made by Germans against the occupation forces and the 
United States Government and participates in the settlement of claims incident 
to the peace treaty with Germany. 


PROPERTY DIVISION 


Observes and assists the German authorities in completing the cultural, internal, 
and external assets restitutions programs and in implementing the general claims 
law. 

UNITED STATES COURTS DIVISION 


Supervises and coordinates the activities of the United States courts and 
provides general supervision thereof. 


LEGAL ASSISTANCE DIVISION 


Renders legal assistance and advice to all elements of the Embassy and 
consulates. . 
OFFICE OF ADMINISTRATION 


Performs all the administrative and management activities of the Embassy and 
consulates and such other elements of agencies attached to the Department of 
State in Germany and is responsible for coordinating with the United States Army 
such 'ogistical support operations as may be required. 


PERSONNEL DIVISION 


Adninisters the personnel program for United States and local employees which 
includes recruitment, placement, classification, employee relations, and personnel 
record-keeping services. 


MANAGEMENT, BUDGET AND FISCAL DIVISION 


Provides management, budget, fiseal and disbursing services to the Embassy 
and consular staffs in Germany. Budgeting and fiscal services include responsi- 
bility for submission of the deutschemark occupation costs budget to the Federal 
tepubliec and supervising the disbursement of deutschemark occupation costs 
funds by the occupation authorities. 


COMMUNICATIONS DIVISION 


Performs all communications activities of the Embassy and consulates includ- 
ing operation of the code room, internal courier service, mail room, and internal 
telephone system. 

GENERAL SERVICES DIVISION 


Renders all the general housekeeping services for the Embassy, consulates, and 
elements of attached agencies. This includes administration and maintenance of 
office and housing buildings, the procurement and supply of services and the 
maintenance of motor pool, reproduction and visual presentation services. 


CONFERENCE DIVISION 
Responsible for organizing and coordinating administrative arrangements for 
the Embassy’s participation in international conferences. Provides unilateral 
and tripartite secretariat and interpreting services for the Embassy. 
SECURITY DIVISION 


tesponsible for the development and maintenance of Department security 
standards for the Embassy and the consulates. 


OrFice or Economic AFFAIRS 


The Office of Economie Affairs provides the advisory, and analytical reporting 
services in the fields of internal economic, financial, and labor developments and 
inter-European cooperation, required by the Ambassador, the Department of 
State, and other Government agencies. Through membership on the Policy Co- 
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ordination Board, the director assists in formulation of policy for recommendation 
to the Ambassador. In addition, the substantive programs assigned to the Em- 
bassy, related to trade, production and scientific research controls; trade assist- 
ance; military protection and strategic materials procurement; occupation costs, 
advancement of European economic cooperation, are also implemented by the 
Office of Economic Affairs. 


TRADE ASSISTANCE DIVISION 


Assists the trade promotion agencies at the Federal and land levels in increasing 
German exports with emphasis on trade with the dollar area; protects and pro- 
motes American trade, financial, and patent interests in Germany; prepares trade 
and commodity lists; promotes the free exchange of goods and services within the 
European community; and generally services American concerns desiring to con- 
duct business with German firms. 


TRADE, PRODUCTION AND RESEARCH CONTROL DIVISION 


Observes, advises, and assists the German agencies established to control the 
flow of strategic materials to Communist-dominated countries and to implement 
military security regulations according to agreed policies. In implementing the 
control function, the division coordinates its activities with appropriate inter- 
national control groups. 


ECONOMIC ANALYSIS DIVISION 


(This division includes all the various economic attachés operating in the fields 
of finance, communications, agriculture, civil aviation, petroleum, labor, trans- 
portation, ete., with the exception of the attachés required in a particular action 
program, for example, the Commercial Attaché directing the Trade Assistance 
Division.) 

The division collects, analyses and reports upon economic factors and trends 
which influence the economic development of Germany and of Europe, coordi- 
nates the analytical economic reports prepared by the other divisions and the 
consulates and provides technical assistance to other agencies of the Embassy as 
requested. Incidental to this major responsibility, the division recommends 
coordinated economic policies to the Policy Coordination Board in such fields as 
occupation costs, settlements of claims against Germany, military production, 
and restitution of securities and provides technical assistance to the German 
governmental agencies, as requested. 


DEFENSE PROCUREMENT AND STRATEGIC MATERIALS DIVISION 


In coordination with representatives of the armed forces in Germany and ap- 
propriate German Federal and Laender agencies, implements the program for the 
development and integration of the German defense production with that of the 
NAT countries; analyzes and reports on industrial and defense production ac- 
tivities; maintains, in cooperation with the Reports Office, information on the 
industrial capacity of Germany; provides representation, as requested, to all 
negotiations on defense production; implements the United States program for 
procurement of strategic materials within Germany. 


OrFicE oF PusLic AFFAIRS 


Implements the overseas information and educational exchange (United States 
Information Services) program of the Department of State in Germany and 
operates 12 regional offices of USIS; maintains official contact with all forms of 
informational media; prepares press releases; implements publicity program of 
the Embassy; and provides representation on the Policy Coordination Board. 


INFORMATION SERVICES DIVISION 


Operates the overt information program by either collecting or developing 
information materials and by disseminating this information through special 
American publications printed in Germany and through other German and 
American outlets; distributes documentary motion pictures through German 
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organizations and to 12 regional offices of USUS; initiates and creates photo- 
graphic and other displays or exhibits throughout Germany; and presents broad- 
casts on the German radio network; and monitors and reports on the Voice of 
America. 

CULTURAL AFFAIRS DIVISION 


Implements the cultural program, which includes the operation of the United 
States Information Librarv; implementation of the exchange of persons under 
the Fulbright agreement; assistance to German education groups; supply of edu- 
cational material for the regional offices for the USIS regional offices program; 
establishment of contact with youth groups and women’s organizations; dissemi- 
nation of information about American literature and the American theater: 
operation of a speakers’ bureau through which visiting American specialists in 
various fields are referred to German organizations interestec in scheduling pro- 
grams with these specialists; encouragement of interest in American musie by 
distribution of recordings of American composers, and the presentation of Amer- 
ican artists. 

PROGRAM DEVELOPMENT AND FIELD DIVISION 


Coordinates all information and education programs of the Embassy and the 
12 regional offices of USIS in Germany within the available monetary and 
personnel resources. 

OFFICE OF OccUPATION SECURITY 


Provides the necessary field operations to evaluate and report on the German 
agencies, implementing international control and occupation security programs, 
and coordinates or performs field and headquarters liaison required between the 
Armed Forces and the German Government agencies. 


PUBLIC SAFETY DIVISION 


Observes, evaluates, and reports on the effectiveness of the German police 
systems at Federal, Laender, and Kreis levels, with reference to United States 
policy and security of occupation personnel, and assists the police agencies as 
requested by the Germans. 


MILITARY LIAISON DIVISION 


Operating in cooperation with headquarters and consular units, performs or 
coordinates the liaison between the military occupation authorities and the 
German governmental and private agencies or individuals. Assists the Office of 
EKeonomie Affairs in the occupation procurement program. 


AREA REPORTING DIVISION 


Collects, evaluates, and prepares summary reports on information from sources 
not available to the operating units of the embassy. Conducts current and long- 
range analytical studies on all political, economic, and sociological developments 
and trends which are outside the area of operation of the other Embassy offices 
and which are requested by the deputy mission chief. 


Orrice or DisPpLAcED PERSONS 


Observes, evaluates, and reports on measures taken by German agencies in 
implementing the displaced persons program and advises and assists in the imple- 
mentation of internationally agreed programs, as requested. In addition, per- 
forms such unilateral residual activities that may remain the responsibility of the 
United States in Germany. 


FuNcTIONS FOR Economic Starr, BERLIN 


Implements the economic aid program for Berlin, including the approval of fund 
releases and the examination of end use; observes and assists municipal agencies 
in Berlin in the fields of finance, trade promotion, and production and trade 
controls. 
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Exnuisit 34D 


iggested staffing plan for Bonn Embassy (July 1, 1952) recap 








Professional Clerical Total 
Emt iff and Renorts and steno- Uni a 
technical positions gra hic united 
positions positions States 
Office of the Ambassad § 10 15 
Political analysis and policy coordination staff 19 1 30 
Reports office 4 o 4 14 
Office of consular affair 19 16 35 
( e of general counsel 16 12 28 
Office of administratio 47 67 114 
Oo ti 5 s 29 88 
( : 42 2 22 66 
oO r 2 14 39 
Oo eo y 4 3 7 
[otal Embassy staff 222 16 188 436 
Exuisit 34E 
Suggested staffing plan for Bonn Embassy (July 1, 1952) recap 
Professional Clerical Total 
Consulate ar anil and Reports and steno- U ae 
, technical | positions gra hic a tee 
positions positions States 
Present consular activitie 92 40 3! 183 f 
Additional consular activities Y 19 30 79 
Regional offices (USIS 112 22 134 ‘ 
Radio outlet 3 3 16 
Printshop (Munich 2 2 
United States court 5 20 71 
8 dau prison guards 6 6 
Total consulate and field staff 306 59 26 401 i 
Total Embassy and field staff 538 75 314 927 
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Exutipit 34] 


COG Ame can employees as of Feb 28. 1953 
I J } 





SIGNI O HEADQUARTERS UNITS SHOWING GEOGRAPHIC LOCATION 
j 
rat a sre Stut 
Office Born| ; ” Be E ay, |Munich ~~ . '- | Others | Total 
; 121 
qr 32 
) \ ) 2415 
T { ( 113 
UO ‘ i ) 
i ll 14 { iS 
te ( 

| 1 12 
4 ' 7 1 9 125 
( [ t D> ] 208 
S 4 4 8 12 
’ ] 10 x l 1 11 29 735 
In t mployees of I upee Program Coordinating Unit, paid directly from Political iscapee 

Program [ 
2 Includes 2 employees paid directly from Treasury Department funds. Includes 61 employees paid 


direct y fr ym MSA fu 
s Includes 13 employees of Escapee Program Field Unit, paid directly from Political Escapee Program funds- 


POSITIONS ASSIGNED BERLIN ELEMENT 


Division Americans Division Americans 














Office of United States Commander 3 Public Affairs Division: | 
Office of Director 8 Office of Chief | 2 
Allied Kommandatura 3 Cultural Affairs Branch 3 
Administration Division. 26 Information Branch 4 
Public Safety Division 5 Program Policy Branch | 2 
Legal Affairs Division 10 Others : | 2 
Political Affairs Division 10 SS 
Eastern Affairs Division 12 Subtotal, Public Affairs........-| 13 
Consular Affairs Division- 9 ——=— 
=> Total, Berlin element. . Be | 115 
Economic Affairs Division 
Office of Chief 2 | 
Industry Branch... 4 | | 
Trade and Transport Branch_.-. 1 
Finance Branch. 4 | 
Program Branch. 5 | 
————— | 
Subtotal, Economic Affairs _. 416 
‘ Includes 2 employees paid directly from MSA funds. 
Exuipit 34J 
HICOG American employees as of Feb. 28, 1958 
POSITIONS ASSIGNED CONSULAR OFFICES 
| Con. | 
| Dussel-| Frank-| Ham- : Stutt- | sular | » 
3reme ] c _ § 
|} reaie 7 dorf | fort burg Munich gart | Section Total 
| Bonn 
' 3 3 4 2 4 3 3 22 
i ? S tion 2 1 3 
Visa Secti 4 1] ) 2 4 43 
Co lar Services Sectio ? 8 7 { 29 
Bremerhaven office ! 
Reports Sectio 9 1 ; 8 61 
A dministrat ¢ ( { 23 7 61 
Publie Affairs fiel 2 24 4 21 116 
IBS/Munich r ent 54 4 
l, cons fice 7 0 47 48 3 390 


Munich radio center personne! paid directly from ITA funds 
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Mr. Woure. I am glad to say within 10 percent of the anticipated 
figure, despite the fact that contracts are not ratified yet. 

Mr. Brownson. Ten percent less? 

Mr. Wotre. Ten percent over, unfortunately. 

Mr. Brownson. I would almost have been willing to assume that. 

Mr. Meaper. Mr. Chairman. 

Mr. Wotre. Well, because we still have the occupation functions, 
sir, and that report anticipates the elimination of those occupation 
functions. 

Mr. Jupp. May I ask a question on that point? 

Mr. Meaper. I want to ask a question about that memorandum. 

Mr. Jupp. Well, I wanted to ask about that plan you are talking 
about, the plan you referred to in your memorandum of November 
21, the plan outlined to Mr. McCloy and your office records on 
November 8; is that correct? 

Mr. Wotre. That is right, sir. 

Mr. Jupp. And that will be included. 

Mr. Woxre. It is a fairly all inclusive document of probably 50 or 

5 pages. 

Mr. Jupp. Because I noticed the speed with which action took 
place once it got started. You met on November 14 to discuss it, 
and there was still a very considerable difference of opinion, and then 
on the 21st, you say Mr. McCloy had made the decision according 
to the plans you outlined to him on November 8, which was 6 days 
before that discussing meeting was held, and then you say all plans 
are in readiness, and apparently everything was all drawn up, regard- 
ing that decision to go ahead. 

Mr. Wotre. Well, I wouldn’t say it was all in readiness, as you 
probably interpret it, sir. 

What we had—and again I want to bring out this subject—had 
been under almost daily or weekly P atbenics and I had talked to 
Mr. McCloy about a week before this meeting and said: ‘There is so 
much talk about this move to Bonn, and the pressure is on me to 
such an extent that we must make up our mind so that we can an- 
nounce it to the staff—we are or we are not going to move to Bonn,” 
and he said, ‘It’s a good idea. Are you ready to present it?” 

The first date we could all get together—because somebody, or 
half the staff, was always absent in the Bonn area, and the 8th was the 
earliest we could get together. 

Now, Mr. McCloy, at the end of the conversation, said: 

“T want this kept strictly to the men in this room. I don’t want a 
thing said about it, because I want to do two things. I want to 
consult the German Government, both at the Federal and State 
level. I want to discuss it with the political opposition. I want to 
discuss it with the Allied high commissioners. At the end of that 
time we will come out with a flat statement again, that we are either 
going to stay in Frankfurt, or we’re going to move to Bonn. So 
don’t let’s get a lot of rumors going around in the week that it will 
take me to do that.’ 

Now, as far as readiness was concerned, because this had been 
under discussion, I had made various visual surveys with my engineer 
in the Bonn-Bad Godesberg area. We did not, could not, contact 
anybody on it as to the idea. I had my engineer make up rough 
sketches on 1 of 3 different areas that we could possibly get the 
buildings on. 
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He drew up a rough sketch, simply rough sketches, as to what 
we could do. 

Now, in addition to that, we did have the plans of the buildings 
that were constructed at Frankfurt, and that assisted us a great 
deal in finalizing our architectural plans. 

That is as far as—I mean, sir, in the way of readiness. 

Mr. Jupp. Well, you see, your telegram seems to give a different 
impression, or your memorandum. It says: 

McCloy has decided as of today, November 21, to do this. 

Telegram has been sent to the Department asking for confirmation. Lennon 
has been instructed to proceed immediately to Bonn and consummate all deals. 

Mr. Wotre. That is right. 

Mr. Jupp. That is, you had sent it to the department for confirma- 
tion. You had not got a decision or confirmation from the depart- 
ment but you had already sent your man to Bad Godesberg to get the 
land? 

Mr. Wotre. No. 

Mr. Jupp. The telephone memorandum says—you wrote this 
yourself? 

Mr. Wo.re. That is right, sir. I wrote this one myself. All plans 
we have had, as I have just described them to you, were in readiness. 
Lennon had been instructed to proceed immediately to Bonn and 
consummate all deals with the city officials of Bad Godesberg. I 
mean by that 

Mr. Jupp. What does that ‘‘consummate all deals’’——-what does that 
wording mean, if it does not mean, go get the land? 

Mr. Wotre. Go get the land; go start talking to the Bad Godesberg 
people about land and about the move. 

Mr. Jupp. It does not say, carry out exploratory conversations; 
it says “Consummate all deals.” 

Mr. Wotre. Well, I think probably the best example of that, sir, 
is our first contacts with the city of Bad Godesberg and with the city 
of Bonn and with the Ministry of Finance. 

Mr. Jupp. Well, how could 

Mr. Woutre. Actually they were not finally completed—finally 
signed, although we had agreement, until the 13th of April. 

Mr. Jupp. Do you think you could have and would have gone 
ahead with this project even if the State Department had commented 
unfavorably? 

Mr. Wotre. Oh, absolutely not, sir. 

Mr. Jupp. Yes, but your man, Lennon, was already over in these 
cities sounding out the officials. 

Mr. Wotre. That is right, sir. 

Mr. Jupp. Actually that would have leaked out the whole project, 
would it not? 

Mr. Wotre. At that time—— 

Mr. Jupp. And once it was leaked out, that would have been bad 
to you out there. 

Mr. Wotre. No, sir. 

Mr. Jupp. Doing all these explorations and getting rumors started 
and seemingly confirmed and then have it turned down in Washington. 

Mr. Woure. No; Mr. McCloy had decided to make the recom- 
mendation; from that point on it was no secret that we were recom- 
mending to the Department that we move to Bonn. We inquired of 
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the Department and received an answer, and in the meantime we did 
go to talk to the burgomeister of Bad Godesberg, the burgomeister 
of Bonn and the Minister of Finance, and we carried out all of those 
exploratory discussions, but no contracts were signed, no final arrange- 
ments made, until we received the Department’s approval. 

Mr. Jupp. You were very confident the Department here would 
approve it; did you have any advance tip-off as to whether they 
were in favor of it or not? 

Mr. Wo tre. No, sir, other than through conversations of people 
who were over there, recognizing the difficulties with which we were 
operating between Frankfurt and Bad Godesberg or Bonn, and | 
knew their general attitude on it from that. 

Yes, I will say I was very confident that they would approve it. 

Mr. Jupp. That is all. 

Mr. Meraper. Mr. Wolfe, just so the record is complete, this mem- 
orandum of November 14, 1950, summarizing the discussion of Nov- 
ember 8, which you say was presented by your deputy, that is correct 
in all other respects except that one quote that you testified to that 
you did not believe Congress would give favorable consideration to 
this project if it were submitted, is that correct? I] mean, is there 
anything else about that memorandum that is not right? 

Mr. Wotre. Well, I would want to read it over very carefully. 

Mr. Brownson. Would you like to read that during the recess and 
answer that question the first thing after the recess? 

Mr. Wo re. All right, sir. 

(There was no substantial disagreement with remainder of memo 
except that it didn’t give all details.) 

Mr. Meaper. Then the other quesiion I had, too, was this: Was 
any stenographic reporter present at this discussion 

Mr. Wo tre. No, sir. 

Mr. Meaper. To take notes? 

Mr. Wo.re. No, sir. 

Mr. Meraper. In other words, these notes were made from your 
deputy’s memorandum? 

Mr. Wo.re. He was there part of the meeting; I was there for a part 
of the meeting. TI had to leave, and he came in, and | think 

Mr. Meaprer, You mean he was not there at the time you were 
there? 

Mr. Wotre. Well, he was not there for the whole meeting. 

Mr. Mraper. He only came in as your deputy when you had to 
leave? 

Mr. Wo.rsr. No, he was there before I left, but he was not there 
for the entire thing, and neither was I, but I know he checked with 
these various people who had spoken before he came in, as to exactly 
what they said, yes, sir. 

Mr. Brownson. I notice it was almost a week later, 6 days later, 
to be exact, when he finally wrote up this conference. 

Mr. Wotre. That is right, sir. 

Mr. Brownson. I would like to suggest that this afternoon, after 
the answers to this preliminary questioning, we would like to explore 
the details of construction and furnishing of these buildings. 

Mr. Wotres. Good, sir. 

Mr. Brownson. First I think we will have a brief genera! discus- 
sion, and then we would like to take the buildings up, starting with 





244 USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 


the ambassador’s residence, on which it is my feeling we won’t spend 
too much time. I do not believe the committee is prepared to take 
issue with the standard of construction by and large for a residence 
for an ambassador, to a first class power. 

We will then discuss the five major officials’ houses the American 
apartment house program, and the German apartment house program. 

Mr. Wotre. Very good, sir. 

Mr. Brownson. We will recess until 3 o’clock this afternoon. 

(Whereupon, at 12:30 p. m. the hearing was recessed, to reconvene 
at 3 p. m. the same day.) 


AFTERNOON SESSION 


(At the expiration of the luncheon recess the subcommittee recon- 
vened at 3 p. m.) 

Mr. Brownson. The meeting of the International Operations Sub- 
committee of the Committee on Government Operations of the 
House of Representatives will come to order. 

At this time I would like to ask Mr. Wolfe if he will briefly discuss 
the general area of the building program, startiag out with the time 
the construction was started, and discussing the architectural arrange- 
ments on the whole program, and then we will go into details on the 
various separate parts. 

I would like to ask Mr. Wolfe if he will please be very explicit 
when he uses the term “housing,” as to whether it is housing for 
German personnel or American. 

Will you proceed? 


FURTHER TESTIMONY OF GLENN G. WOLFE, EXECUTIVE DIRECTOR, 
OFFICE OF THE UNITED STATES HIGH COMMISSIONER FOR 
GERMANY 


Mr. Wo re. Right, sir. 

Well, after the decision was made—I mean by that the approval of 
the State Department to move to Bonn—we immediately got busy 
with an engineering staff for drawing up plans. Between the time we 
submitted this proposal and recommendation to the department and 
the time work actually got under way, I had sent Mr. Lennon to 
Bonn to discuss with the Bonn-Bad Godesberg burgomeisters and 
the Finance Ministry the possibility of moving to Bonn and the prob- 
lems they would encounter in our move. It was quite a touchy 
situation. Bad Godesberg itself is a small town where a large number 
of retired people reside. 

Bonn, itself, as you know, is a university town, badly bombed 
during the war, or shelled. 

This took a period of several days because we wanted to get all of 
their thinking. They were enthusiastic about it with the possible 
exception of one individual who later became very enthusiastic about 
the project, but at that time was a bit reluctant to see the small town 
of Bad Godesberg increased in population. 

Nevertheless, we carried on those negotiations until we did receive 
the go-ahead signal from the Department. At that time we settled 
down to business deciding on the area. At the same time all of this 
was going on, of course, and during the preceding months, there had 
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been a great deal of discussion in my office of what could we do if we 
move to Bonn. Naturally we didn’t want to be caught short and 
not even have any plans developed. 

So if I may retrace my steps just a minute, we had talked over, for 
instance, the difference between concentrating American housing and 
dispersing it throughout the area. We discarded the latter idea very 
early in the game because, one, principally of the cost involved in 
attempting to scatter housing around the area; two, the fact that the 
sites would just not be available. So we decided that if the time ever 
came, the thing to do would be to concentrate the housing. 

Now, at the same time—and I am speaking now of the American 
housing—when you make that determination, you know immediately 
you are faced with other problems. No matter which way you go, 
you are going to have problems on it, and building a so-called com- 
pound area brings with it a problem of all the criticisms inherent in 
isolating Americans in a foreign area. 

The other problem that we had to face was the fact that this was a 
small community. It did lack any recreational facilities. It did lack 
enough school buildings for our American or German children that 
were moving to Bonn as well. 

Mr. Brownson. Mr. Wolfe, when you say this was a small com- 
munity, do you have the population of Bonn and the population of 
Bad Godesberg as of the start of this construction? 

Mr. Wo re. I think so. Bonn was around 100,000. Bad Godes- 
berg was around 45,000. 

Now, there was another area that was included in the problem of 
what can we do in making this move and using this construction to 
offset some of things that went on in the past; what can we do to 
use this program to assist this change in the policy of the United 
States Government; namely, the rearming of Germany and the 
potential contractual agreements. 

Always, up to that point, Americans, British, and French had 
requisitioned recreation areas. We requisitioned a swimming pool, 
and unless a German was a guest of an American, he was excluded 
from that swimming pool. I am just using that as one example. 
There are dozens of others. So there again it was decided if we make 
this move to Bonn, we should: do something to add to the community, 
bringing Germans and other foreign elements into the community, 
rather than excluding them in effect by just the housing; make an 
inducement, if you will, for them to come to the area and more and 
more mingle with the Americans, and particularly the schoolchildren. 

That we did. We constructed the recreational facilities with those 
points in mind, adding to the community instead of subtracting; 
giving our own people, if you will, at the same time recreation 
facilities. 

But, third, bringing the larger community to us 

Mr. Brownson. At this point in the record I think it might be 
helpful if we inserted page 57 from the ““HICOG construetion program” 
report, which is a timetable covermg the construction of the office 
building, the Plittersdorfer housing development, which I believe is 
the American housing development, and the German housing develop- 
ments. I ask unanimous consent for this insertion. 

(P. 57 of the HICOG construction program, timetable covering 
the construction of the office building, and the Plittersdorfer housing 
development, marked “Exhibit 35,” is as follows: ) 
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Exuisir 35 


CONSTRUCTION TIMETABLE 


OrriceE BuiLpInc, MEHLEMER AUE 


January 15, 1951: Construction started. Land loaned to United States by 
Federal Government under contract dated April 5, 1951 (annexed November 6, 
1951), 751,28 hectares. 

March 13, 1951: Ground broken. 

March 16, 1951: Construction started. 

November 1, 1951: Construction completed. 

November 5, 1951: Moved in. 


PLITTERSDORFER Housinc DEVELOPMENT 


January 2, 1951: McCloy announced proposed move HICOG from Frankfurt 
to Bonn. 

February 15, 1951: Ground broken for American housing. 

June 1, 1951: Richtfest. 

November 1, 1951: Construction American apartments completed. 

November 5-29, 1951: Employees moved to Bonn (18 working days). 


GERMAN Housing DEVELOPMENTS 
MUFFENDORF/BAD GODESBE%G AND TANNENBUSCH/BUNN 


April 18, 1951: Usage of land granted to United States by the Federal Republic 
of Germany under identical contracts dated April 18, 1951. 

April 19, 1951: Ground broken and construction started. 

December 15, 1951: Construction completed. 

Each project consists of 412 units and accommodates a total of 863 employees 
and 739 dependents. 

Mr. Brownson. Mr. Wolfe, who determined the scale of this whole 
development? Who finally was the one who made the determina- 
tion as to the size and elaborateness of the buildings, as to the speci- 
fication of the buildings, as to the square footage requirements of the 
office buildings, the apartment buildings, and the residential buildings, 
that were built? 

Mr. Wore. These plans were all developed in my office by my 
engineering staff and presented to Mr. McCloy and his staff and 
approved from the rough architectural drawings and layouts. 

Mr. Brownson. Were they approved before the ground was 
broken or afterward? 

Mr. Wotre. Before, sir. 

Mr. Lanrarr. Mr. Chairman. 

Mr. Brownson. Mr. Lantaff. 

Mr. Lanrarr. In this connection was the housing development 
from a construction standpoint at Bonn similar to that at Frankfurt? 

Mr. Wourer. There were variations in it. 

Mr. Lantarr. Would you say it was comparable or was the pro- 
gram at Bonn an improved one over Frankfurt housing? 

Mr. Wo tre. I think it was an improvement. We had learned a 
lot of things from building the Frankfurt project and profited by 
some mistakes. 

Mr. Lantarr. You say it was better, or on a little better scale than 
the Frankfurt housing? 

Mr. Woure. No, sir; | wouldn’t say that, with the possible excep- 
tion of the larger apartments that we built at Bonn-Bad Godesberg, 
but did not build in Frankfurt. Our maximum in Frankfurt was a 
three-bedroom apartment. 
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Mr. Lantarr. So it was at least comparable, but you corrected 
some mistakes you thought you made in Frankfurt. You designed 
larger apartments in Bonn than you did at Frankfurt? 

Mr. Wotre. That is right; we designed four-bedroom apartments 
at Bad Godesberg. 

Mr. Lantarr. Mr. Chairman, at this point, I think it might be 
well to read into the record certain excerpts from a publication of 
HICOG entitled “HICOG Houses Its Employees” in which HICOG 
comments on the general ideas that that office apparently had in 
mind in designing Frankfurt, since we know the two are comparable 
or that Bonn in some cases might be a little better. 

I would like to read these excerpts, because I think they give us the 
general attitude of mind in connection with this Bonn program, 

I read these excerpts: 


‘The United States has erected a living monument in Frankfurt, a monument 
built to stand for decades, a reminder to Germany of the high standard of living 
earned by the people of the United States through democracy.”’ 

“The city assumed responsibility for moving a small number of truck farmers, 
then cultivating sections of the chosen site, to suitable farmland thereby and 
further agreed to pay substantial damages for crop losses resulting from the move.”’ 

“For landscaping, the 5 million plants, flowers, shrubs, and trees donated by 
the city of Frankfurt were set in clusters, interspersed with large plots of grass.” 

‘“‘Numerous features were new to German construction and had to be carefully 
worked out between the project engineers and the German architects, builders, 
and manufacturers. A maximum degree of privacy was among the first considera- 
tions of the planning. Spaciousness in the living areas was accomplished through 
liberal use of built-in furnishings in bedrooms. HICOG has exerted a strong 
influence in German kitchens through the project. The HICOG variation is a 
bit more elaborate than lower incomes can afford. However, it has given German 
manufacturers numerous ideas.” 

“Careful selection as to quality and design and features of several new things 
went into the furnishings of each apartment. When the keys were turned over 
to the first occupants, each apartment contained the best that mass-produced 
German design could afford, and basic removable-type furniture, built-in furni- 
ture, rugs, draperies, tables, silver, chinaware, glassware, and complete kitchen 
utensils.” 


I thought those excerpts from that HICOG report in general give us 
the atmosphere under which these apartments and units were 
designed. 

Mr. Brownson. I would like to ask unanimous consent that this 
HICOG report on housing be included in the record. 

(The HICOG report, marked “Exhibit 36,’’ is as follows:) 


Exuisit 36 
[From the HICOG Information Bulletin, February 1951] 
HICOG HOUSES ITS EMPLOYEES 
(By Dorothy Chadbourn, special HICOG feature writer) 


The United States has erected a living monument in Frankfurt, a monument 
built to stand for decades, a reminder to Germany of the high standard of living 
earned by the people of the United States through democracy. 

This monument is the HICOG housing project. 

It was first envisioned with the shiftover of occupation responsibility from 
military government to the Department of State, when HICOG centered its 
administrative agencies in a Frankfurt headquarters. Though this meant 
increased efficiency from an administrative point of view, it was an impossible 
task to find adequate housing for the influx of personnel. Here is the situation 
which greeted planners: 

Frankfurt was crammed far beyond its housing capacity as expellees, displaced 
persons, and Germans from the rural areas sought jobs and better wages in the 
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city. Seventy-five percent of all Frankfurt housing had been partially or com- 
pletely destroyed in bomb raids; available space was loaded with an average of 
1.6 to 1.9 Germans per room. 
Occupation quarters, requisitioned in 1945 from the houses which remained, 
were in continual need of repair, and by mid-1950 many had deteriorated to a point 
where repairs were no longer economically justifiable. 
Close to 200 quarters inhabited by HICOG personnel were considered sub- 
standard and were used only because nothing else was available. 
With the HICOG move to Frankfurt, many had to be quartered in hotel rooms, 
often outside the city. Others drew small apartments which lacked such neces- 
sities as iceboxes, adequate heating equipment, and operating sanitary facilities. 
Many employees were forced to leave families for months at a time in other 
German cities, awaiting the availability of homes. 
Such conditions deflated morale and interfered with efficient work. 
In facing this problem, HICOG officials simultaneously felt it was time, by 1950, 
to begin vacating requisitioned property; the infant German Federal Republic 
should. not be burdened economically with additional requisitioning. 
Against this background came the decision to build the 420-unit housing project 
which last fall opened its doors to HICOG personnel. 
From it have come many benefits: 
German morale is higher because Americans are building of their own volition 
and paying for it. 
‘he Frankfurt housing situation looks brighter as derequisitioning of old 
apartments becomes a possiblity and Germans are aware that the project will | 
one day be turned over in its entirety to the city. 
Moreover, the project will perhaps present a challenge to German traditional- 
ism in the housing field. It will be a focal point and yardstick around which 
modern German housing may be constructed, an advancement for all concerned, 
The HICOG project stands out today as the highest quality building job in 
Germany since the end of the war and is similarly its largest postwar housing 









development. 
To achieve this record, hard work and good will were required on the part 

of both Germans and Americans. 7 
Trailblazing in German-American relations began when HICOG officials and | 

Frankfurt authorities sat down to negotiate for a plot of land on which the project 

could be built. 
The result was the first lease agreement drawn up between Germans and the 

American occupation government, with both acting as equal parties and con- 

cessions coming from both sides of the conference table. 
Twenty-four acres, approximately a quarter mile north of the headquarters 

building, close to the commissary and shopping center, were granted without 

charge by the city for as long as the United States requires the property for 


housing purposes. 

In return for this temporary property loan, the city will inherit the project 7 
block by block as United States housing requirements diminish. 

At the same time, HICOG agreed to release “those housing units which are 
presently under requisition in the city and which are no longer needed.” It 
was left to HICOG to determine which units are no longer required. 

Compromises were made by both parties on almost every article included in 
the agreement. 

HICOG yielded to the city’s plea of no funds in agreeing to pay for installing 
utilities—sewage system, streets, and lighting—in the project area. 

The Americans consented to conform to the city’s 50-year roadway plan and to 
lay out and construct the streets in accordance with city specifications, 

In every practicable instance HICOG assented to use of building materials 
produced by the partly city-owned rubble-processing company, while Frankfurt 
building firms and local labor were promised prefernee where conditions were equal, 

The city assumed responsibility for moving a small number of truck farmers, 
then cultivating sections of the chosen site, to suitable farmland nearby, and 
further agreed to pay substantial damages for crop losses resulting from the move. | 

The city conceded to the planners’ wishes on landscaping and architectural : 
requirements. 

In sum, the agreement was hailed in the German press as an important step on 
the road to fruitful democratic relations. 

The city of Frankfurt had another part in this project: the city assembly passed 
| a resolution to call the settlement the Carl Schurz Siedlung, after one of Ger- t 
| many’s illustrious contributors to American history. Two new thoroughfares 
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inside the project were christened Ernst Schwendler Strasse and Jakob Leisler 
Strasse. 

A retrospective glance identifies all three men with the building of American 
tradition. 

German-born Schurz served not only as United States Minister to Spain 
under President Lincolr. but also as a major general in the Union Army. Cli- 
max to a busy career came when he was named Secretary of the Interior under 
President Hays. 

Schurz’ name is inscribed on a bronze plaque set in a modest monument on 
the settlement site, presented HICOG by the city in tribute to the friendly 
relations sustained during the project’s development. 

Ernst Schwendler was the first American consul in Frankfurt, the city in 
which he was born. 

Another Frankfurter, Jakob Leisler once served as lieutenant governor of 
New York. 

In addition to Frankfurt officials, German contractors cooperated to such a 
laudable extent with HICOG representatives that construction often was com- 
pleted before deadlines. The desire to participate in erection of the modern 
American settlement in many cases exceeded financial considerations. 

Layout and plans for basic structure were prepared by the American project 
engineer, Lt. Col. George G. Davies, who also supervised construction, but 
HICOG sought a German architect. 

Frankfurt’s two architectural associations were consulted for the names of 
their 10 top members. Specifications and plans were submitted to them and their 
estimates invited on costs. This method of selection varied from the usual Ger- 
man procedure whereby architects compete for a drawing prize. 

When blueprints and specifications had been prepared by the selected architect, 
all qualified contractors in the United States Zone were given a chance to bid on 
construction. 

\s there are no safeguards for the builder in Germany, comparable to American 
bid bonds and performance bonds, each firm wanting to bid had to qualify finan- 
cially as well as on the basis of past performance. All interested bidders were 
screened by HICOG representatives. 

It was decided that firms excluded from the bidding could aline themselves, if 
the general contractors so desired, with any of the selected bidders. 

Competition was stiff. It was quite evident that the question of prestige and 
experience again motivated to a great extent concessions made by competing 
firms. The great majority of those selected were Frankfurt concerns. Many 
reliable losing contractors were able to take on subcontracts with winners; others 
concentrated on obtaining contracts for outside work. 

To spread contract benefit, the work was let out to four general contractors. 

With workers so alined, construction was launched with an official ground-break- 
ing ceremony. The nearly 200 Germans and Americans there heard it empha- 
sized that all work would be done by Germans—to aid the German economy. 

An American official described the ceremony as a “‘‘significant occasion which 
marks another high point in the good relations between the Office of the United 
States High Commissioner and the city of Frankfurt,” and added that “‘the project 
was undertaken in pursuance of our policy to derequisition as much housing as 
possible.”’ 

The ceremony closed with praise from Frankfurt’s mayor for the good will of 
American taxpayers whose money would finance the project. 

There were many problems which the builders faced. It was difficult to avoid 
regimentation in a housing development which would contain 420 units. The so- 
lution was a garden-type layout; the 32 buildings were kept low and spread over 
the site at a generous distance from one another, separated by spacious lawns. 
Each building was ranged at an angle to guarantee it both morning and afternoon 
sun. 

This method contrasts sharply with existing German housing developments 
where rigid apartment blocks are built almost wall to wall. 

Of Spanish influence architecturally, the buildings are designed with vertical 
lengths of pale red or green compressed rubble, in contrast with the cream-colored 
exteriors. 

Except where absolutely necessary, roads passing in front of buildings are 
elimineted—a farsighted safety meesure for children who can play within apart- 
ment @rees without hazardous crossing of streets. 

For landscering, the 5,000,000 plants—flowers, shrubs, and trees-—donated by 
the city of Frankfurt, were set in clusters interspersed with large plots of grass. 
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Within the scheme of landscaping and building arrangement, there have been 
provided emergency repair shops, play areas, tennis courts, and a@ billeting office. 

HICOG used the basic building elements available in Germany for permanent 
construction. Masonry, tile, structural steel, and concrete went into the funda- 
mental structure. Steel wes used in all window frames as it was in doors and door 
frames in basements and attics. ‘The tile roofings rest on steel frames. 

Use of wood is limited in Germany es it is not considered permanent enough, 
although this opposes most United States building orinion. 

Used extensively in the HICOG project were building blocks, both solid and 
cellular, wrought from rubble scraped. out of Frankfurt’s ruins. Use of this ma- 
terial, meade available by an organization jointly owned by city and privete in- 
terests, aided considerably in the city’s cleanup program. Project engineers 
believe this to be the first time reconditioned rubble hes been extensively used, and 
it hes since been employed for several other projects in and near Frankfurt. 

Two months after the ground-breaking—and 4 weeks 2head of schedule—the 
framework of almost helf the buildings had been completed. American officials 
joined German construction supervisors and laborers in a richtfest, the traditional 
Germen roof-raising ceremony. 

By German custom, leborers constructing a new building esk the owner to give 
a party or festive] to “encourage” them towards completion. Should he refuse, 
a broom, omen of ill luck, is affixed atop the building, rather than the good luck 
symbol of a beribboned tree or beugh. 

HICOG observed this tradition by distributing gift packages containing food 
and tobecco, and by serving beer after the ceremonies to the 2,500 workers 
gathered to hear speeches and the music of a Bavarien band. 

A German speaker said the HICOG settlement was the first postwar opportunity 
for local builders to employ their full capacities. 

Tradition was again followed with the reading of the Richtspruch, a poem com- 
posed and recited by a member of the carpenters’ guild. The carpenters were 
garbed in the costumes prescribed for their trade by custom—bell-bottomed 
black trousers and vests, full white shirts and wide black hats. 

In climax, the huge green wreath, twined with floating streamers, was hoisted 
into the rafters of one of the nearby buildings, after which, aceording to the 
English translation of a German newspaper article, ‘‘German workers delightedly 
waved their beer bottles’ in approval. 

As building progressed, and interior finishing became the task, new problems 
and policies arose. 

Numerous features were new to German construction and had to be carefully 
worked out between the project engineer and German architects, builders, and 
manufacturers. Germans were highly receptive to all new ideas. 

The maximum degree of privacy was among the first considerations in planning. 
Service, living, and sleeping areas are completely separated. 

Spaciousness in the living areas was accomplished through liberal use of builtin 
furnishings in bedrooms, vielding this gained space to the living room. 

Bathrooms were completely Americanized, incorporating in one room all 
facilities—toilet, shower, tub, washbasin. 

Many other American features were incorporated, but not without a fusing of 
German building ideas. 

One example of American know-how which may be of far-reaching value to 
Germans is the United States practice of standardizing window sizes, reducing 
the cost substantially. 

Further reduction in window costs would also be possible if an American-type 
sasement or double-hung window were used. The project also introduces 
provision for fly-screening, which is practically nonexistent in Europe. 

HICOG has exerted a strong influence in German kitchens through the project. 
The HICOG kitchen is being used in some instances as a German trade name and 
has ereated widespread interest among Germans. 

The HICOG variation is a bit more elaborate than lower incomes can afford. 
However, it has given German manufacturers numerous ideas, and contractors 
who manufactured and installed the HICOG kitchens have already developed 
kitchens of various sizes for German use. Influenced by HICOG design, German 
industry will soon present a sample kitchen prefabricated down to the piping for 
sinks. 

The HICOG kitchen is typically American, planned on a functional basis, from 
layout to placement of the final tile. 

The entire project is heated by a system of circulating hot water, pumped from 
the central heating plant which services the entire area of the headquarters 
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building. This hot water supply likewise serves the basement laundry room and 
the American automatic washing machines installed there on a concession basis 
in each building block. 

One Frankfurt firm took on the complete job of furnishing the apartments, then 
parceled out the enormous undertaking to subcontractors. . 

In a costly effort to increase West Berlin employment, more than one-third 
of the subcontracts were placed with manufacturers in that city. This meant 
an added cost of from 12 to 17 percent over the cost of United States Zone man- 
ufactured items. In addition, inspections had to be conducted in Berlin, and a 
transportation system worked out with great difficulty. 

It turned out to be one of the toughest problems in the whole project. The 
difficulty of assuring compliance of Berlin manufacturers with specifications, 
completion dates, and coordination of transportation schedules through the 
Soviet Zone combined to retard the project’s finishing date by several weeks. 

Remaining furniture contracts were awarded to nearby manufacturers. 

Careful selection as to quality and design—and creation of several new de- 
signs—went into the furnishing of each apartment. Furnishings were arranged 
according to 12 different layouts. 

When the keys were turned over to first occupants, each apartment contained 
the best that mass-produced German design could afford in basic removable- 
type furniture, built-in furniture, rugs and draperies, table silver, chinaware, 
glassware, and complete kitchen utensils. 

Taking stock upon completion of the project, Germans and Americans alike 
could point to a number of benefits which evolved with the building. 

Fmployment of German construction workers reached 2,500 at the peak of the 
building period; almost all of Frankfurt’s skilled labor was employed. Construc- 
tion speed was evenly maintained, except during the 2-week building workers’ 
strike and slowdowns in tile setting and fine-wood finishing, both of which trades 
lacked skilled labor. 

Though project work came to a standstill, HICOG maintained a handsoff 
policy in the Hesse-wide strike. 

American ideas, developed by German manufacturers, in several instances 
were seed for German patents. Locks on the apartment entrances were later 
patented as were the suspension and track for the retracting sliding doors in 
bedroom wardrobes. 

Several struggling businesses go a much-needed boost through subcontracts. 
Thanks to project orders, a number of small businesses took root and expanded 
considerably. 

Financial rules set up for bidders were relaxed in one instance to include two 
associations of small refugee woodworking firms. Though their financial position 
was weak, the two groups formed associations in order to command the necessary 
manpower and machinery required to produce the minimum quantity allowed 
in the bidding. 

That HICOG received remarkable value for the GARIOA (Government and 
Relief in Occupied Areas) counterpart funds spent would be apparent if a rough 
comparison were made between cost of the Frankfurt project and a similar one 
in America. Fundamental estimates—-though difficult to arrive at due to variance 
in conditions—show a 25 percent savings on the Frankfurt buildings. Important, 
of course, is the lower cost of labor in Germany. 

In an American city of the size of Frankfurt, no contractor or real estate firm 
could afford the construction as designed for HICOG. Where this settlement 
took root on borrowed, city -owned land, aigh real estate costs in the United 
States would require investors to build vertically rather than spread out as the 
HICOG project was able to do. 

An equally spacious United States housing development could only be erected 
on cheap land some distance from the metropolitan area, whereas the HICOG 
project is but a few minutes away from downtown Frankfurt. 

HICOG’s building achievement continues a source of intent interest to Frank- 
furt citizens. Large numbers have visited the site, while contractors, architects, 
and builders in no way connected with the work kept close tabls on construction 
efforts. Tours were arranged for German newsmen as well as a home economics 
group. 

Perbaps through the project’s example, better housing will emerge where 
rubble marks the vast destruction of war. Perhaps the necessity of building again 
can be turned into an advantage for Germany’s next generation if higher housing 
standards are given a chance to contribute to building a new, healthy mentality. 
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Mr. Brownson. I notice the statement: 


two months after ground breaking and 4 weeks ahead of schedule the framework 
of almost half the buildings had been completed. American officials joined Ger- 
man construction supervisors and laborers in a Reichfest, the traditional German 
roof-raising ceremony. 

Did you have a ceremony like that at Bonn-Bad Godesberg? 

Mr. Wo rer. Yes, sir. It is one of the traditions you just don’t 
break in Germany. 

Mr. Brownson. Do you have any idea how much that cost? 

Mr. Wotre. No, sir; but I can find out. It is paid for by the con- 
tractors. 

Mr. Brownson. 69,511.04 deutschemarks. That was paid for by 
the contractors? 

Mr. Wotre. By the contractors, yes, sir. I don’t say it was not 
included in their price of the contract. 

Mr. Brownson. I notice however that there is this request for pay- 
ment, dated June 25 of 1951: Subject, roof-raising ceremony for the 
HICOG housing project, Bad Godesberg, to office of engineer HICOG, 
Lt. Col. George G. Davies, CE, Frankfurt/Main, request for payments. 

Apparently the contractor is interested in getting payment for this 
roof-raising ceremony. 

Final cost for the roof-raising ceremony for the HICOG housing 
project, Bonn-Bad Godesberg, held June 1, 1951, is in the amount of 
85,629.04 deutschemarks. That would be about $20,000. 

Mr. Wotre. That is right. 

Mr. Brownson. Which should provide for a substantial party. 

Mr. Hourzman. You should be able to raise the roof with that kind 
of money. 

Mr. Wo tre. I think at that time there were 7,000 workers. 

Mr. Brownson. As verified by the receipts attached to this docu- 
ment, the breakdown of costs is as follows: 

Peter Kramer, 6,000 packages with contents, 23,100 deutschemarks. 

Are those the gifts that are traditional? 

Mr. Wotre. May I ask from what page you are reading? 

Mr. Brownson. From a photostat copy that I have here furnished 
by the GAL. This is not from your report. 

“Mr. Wo tre. I think you will find it in our contracts some place. 

Well, as I recall, what we gave them was some food. It was food, 
chocolate, cigarettes, and a bottle of beer—— 

Mr. Brownson. Peter Kramer requests payment for 6,000 pack- 
ages with contents at 23,100 deutschemarks, and he also furnished 400 
packages with contents at 4,000 deutschemarks. . 

Brandstatter came up with 6,000 portions of sausage. Germania 
Brot, 12,800 rolls. Here we have 6,000 bars of chocolate at 5,190.28 
deutschemarks. Those must have been the 25-cent bars of chocolate. 

G. H. Stemmler, 5,000 cigarettes—which interests me—and he got 
450 deutschemarks for 5,000 cigarettes, which I think is a pretty 
good fee and would be approximately $110 for 5,000 cigarettes, which 
is pretty expensive smoking. 

Then he had 240,000 cigarettes for 21,600 deutschemarks. 

We had foods and drinks for two cold kitchens, 2,411 deutschemarks. 

Of course we had to have flowers, and we have a band here; rented 
tent, transportation, miscellaneous flags, transportation of flagpoles, 
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printing of tickets, professional announcer and additional miscellaneous 
printed material. 

This was for German personnel? 

Mr. Woure. This is all the German workers on the project, yes, sir. 

Mr. Brownson. I understand that they have a tradition over 
there that if they don’t get this type of party on a construction proj- 
ect, they put a broom on the top of the project, which is supposed 
to doom that project forever thereafter to congressional investigation 
and other types of misfortune? 

Mr. Wotrs. I was quite certain that Congress wouldn’t want us 
to go against the tradition of Germany which in this particular case, 
I think, is something like 500 years old. 

Mr. Brownson. Somebody in this case must bave sneaked a broom 
in on this project, possibly an individual who didn’t like the sausage. 

Mr. Wo.rs. The purpose is to show that the buildings are com- 
plete to this point to the owner’s satisfaction. 

Mr. Hourzman. Mr. Chairman, I might add at this point, I was 
concerned that these people might not move into the apartments if 
they didn’t get this roof-raising project. I thought they might not 
move in. That would have been terrible. 

Mr. Wotre. This was not a project for Americans, Mr. Holtzman. 

Mr. Hotrzman. I know that, I know that. 

Mr. Brownson. You mean eventually the Germans might not rent 
these buildings when they become surplus? 

Mr. Houtrzman. That is right, that is right. 

Mr. Brownson: On the construction of these buildings, Mr. Wolfe, 
you say it was your office which decided on the square footage for the 
office type buildings and the others? 

Mr. Wo re. I said we prepared all our plans, and we had submitted 
them to Mr. McCloy and to the staff for general discussion and ap- 
proval. 

At the same time we were considering this move we had to consider 
the German employees as well. We had to move German employees 
from Frankfurt to Bonn because employees of long standing were 
trained, competent people, and they were unavailable in Bonn-Bad 
Godesberg. 

Mr. Lantarr. Mr. Chairman. 

Mr. Brownson. Mr. Lantaff. 

Mr. Lanrarr. In connection with that design, Mr. Wolfe, was 
consideration given to approved designs for other State Department 
structures elsewhere in the world by the foreign buildings office? 

Mr. Wo tre. Yes, sir; insofar as the houses are concerned. As far 
as the apartments are concerned, I don’t recall that any existed 
anything near that magnitude, sir. 

Mr. Lanrarr. That comparison that you made, what were your 
findings? 

Mr. Wo re. In the comparison that we made? Well, if I may jump 
to the houses for just a minute—if I may ask myself a question: What 
did you do and how did you determine the size of the house and the 
type of house and the cost that would go into it?—there were several 
ways. 

Mr. Lanrarr. I asked how it compared with the Foreign Service’s 
buildings standards. 
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Mr. Wo tre. I think in the houses that foreign buildings office has 
purchased and rehabilitated and furnished they compare favorably, 
very favorably. 

Mr. Lantarr. You say you had checked. I asked how the space 
requirements checked with space requirements for similar buildings, 
for similar offices which had been approved as standard by the Foreign 
Service buildings administration. 

Mr. Wo rer. I don’t know if anything had been approved for living 
quarters, any standards. For office space, yes. We used the criteria 
established by the foreign buildings office in determining office space 
requirements. 

Mr. Lantarr. I am asking about the housing. Did you use the 
criteria or standards established by the FBO? 

Mr. Wo tre. I had no available standards. 

Mr. Lantarr. You say there were none. 

Mr. Wotrr. Not to my knowledge, there were not for apartments 
of that magnitude. I did not know of any. I don’t know of any 
today. 

Mr. Mountain. I am not so anxious about apartments of this 
type and magnitude. It seems to me that building standards require 
that a certain number of square feet and certain facilities be made 
available, whether it is for an apartment house or a whole lot of units 
semidetached. 

Mr. Wo rr. I am coming to that and I will be happy to give you 
our thinking on that. 

Mr. Lantarr. You still did not answer my question as to whether 
you made a check with the FBO as to space requirements comparable 
to places generally used throughout the world by the State 
Department. 

Mr. Wo tre. I did not recall such a check having been made, but 
I think I would have known if such things were available. When we 
are talking about the size of these apartments, and I was speaking of 
the number involved here, not the individual size—when we were 
speaking of the size of these apartments, I think we boil it all down to 
the size of the living room. I don’t think there is any question here, 
at least it has not been raised, of the size of the bedrooms, the size of 
the bathroom, and so forth. 

The kitchen is a little larger. Yes, there is a maid’s room in the 
basement for each apartment. Extra space, all settles to the size of 
the living room. The living room is larger than we would normally 
find in apartments in the United States. Now as I mentioned the 
other day, we were building not for a population of 1 million customers 
we could rent to. We were building for a population more or less 
fixed. Consequently, we had to build more 3 bedroom and 4 bed- 
room apartments, a much higher percentage of 3 and 4 bedroom 
apartments than you would normally build for speculative purposes 
here or that have been built in any of the examples of the other 
apartments that have been used here. 

Mr. Lantarr. You mean you had to build 3 and 4 bedroom apart- 
ments because you took into consideration the rental income of that 
property should it be taken over by the Germans? 

Mr. Wotre. No. I am sorry I did not make myself clear. Let 
me give a good example. Here in all the various apartment house 
developments at home here and the consular housing program investi- 
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gation, we were talking about unit cost of $10,000 to $12,000 to $15,000 
per apartment. Most of those have in the neighborhood of—I think 
it is approximately 49 percent 1 bedroom, 39 percent 2 bedroom, 
and 12 percent 3 bedroom, while we in HICOG had to construct 22 
percent 1 bedroom, 35 percent 2 bedroom, 36 percent 3 bedroom, 
and 7 percent 4 bedroom. Of course this materially increases the 
cost per unit. 

Mr. Brownson. In order that we might insert in the hearings at 
this point some indication of the present type of apartments, do you 
suppose you still have available the originals of the pictures which 
are in this HICOG report? 

Mr. Wotre. I am sure I have, because we had to reprint a num- 
ber in order that the committee could have distribution of the book. 

Mr. Brownson. I am afraid that a reproduction from a reproduc- 
tion might not come out too well. 

Mr. Wo res. I will be very happy to send them as soon as I get back. 

Mr. Brownson. We would appreciate that, and we would also 
appreciate your sending us a photograph of one ‘of each type of apart- 
ment which might be deemed typical, and also supplying us with 
some of the glossy photographs of the various projects. 

Mr. Woxre. Yes, sir. 

(Photographs of some of the various projects are set forth as part 
of Exhibit 18, pp. 372-388.) 

Mr. Brownson. We would like those photographs, because we 
think those reproductions would be much better than from these 
which have been reproduced by offset. 

Mr. Wotrr. Yes, sir, I will be glad to. Iam sorry I seem to have 
misplaced the piece of paper on which I have jotted these notes that 
somebody gave me as to percentages of size of apartments. 

Mr. Brownson. It is already in the record. As a matter of fact, 
it is based on your statement that you have more larger families in 
proportion in the American personnel which you are using in the 
Bonn-Bad Godesberg area than is normal to the American population 
generally. 

Mr. Wotre. No, Mr. Brownson. I mean that if you are building 
360 units of apartments here for speculative purposes, you build 1- 
bedroom and 2-bedroom apartments because that is the cheapest 
and you can get more for your money. 

If I remember one figure, it was 8 or 9 percent of those apartments 
which were three bedroom apartments. In our case, 42 percent of the 
apartments are 3- and 4-bedroom apartments. So naturally when you 
average them together, the unit cost per apartment is way up over 
458, 1- and 2-bedroom apartments that we might build here. That was 
a very bad mistake we made in the consular American house program 
in not bringing that out. The General Accounting Office figured 
$21,000 per unit. The comparisons were against $10,000 to $12,000 
to $13,000 per unit apartment, but only 9 percent of them were 1 and 
2 bedroom apartments and in our case 42 percent are 3 and 4 bedroom 
apartments. We do not have 1 million people to draw from. 

Mr. Brownson. The basis on which you worked is that you people 
have larger families that you are housing in apartments? When a 
man has a considerable family in the United States, he ordinarily 
moves from an apartment into a house. 

Mr. Woure. That is correct. 
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Mr. Brownson. And your point is that you have to build for larger 
families and therefore you build larger apartments? 

Mr. Wo tre. So our $21,000 per unit is not accurately comparable 
to the $10,000 or $12,000 that we were talking about in Mr. Miller’s 
subcommittee. 

We boil down to a simple difference of larger living rooms in these 
apartments. That is about the only difference there is in the whole 
construction. I feel today that that is justified. 

I look at this problem as personnel chief of HICOG, half of our 
people are not career people because we know that this job is going 
down and down and so we hire them for 2- and 3-year periods. I know 
now after well over a year’s experience with this housing project that 
I can attract better people to come there because one little induce- 
ment, if you will, the living conditions are good. It all amounts to a 
living room that is a little bit larger, or a whole lot larger, as the case 
may be. It varies between size and type of apartments. 

I say again, yes, a little bit larger living rooms, particularly in the 
3- and 4-bedroom apartments because those families and those children 
are not out in houses. They are in apartments and we have families 
of 6 and 7 children in HICOG. 

We should probably say that the kitchens are a little bit larger than 
we would normally find in apartments here. Yes, because servants 
are cheap. You can employ servants over there, and that is an 
inducement again. If you have a servant and the wife in the kitchen, 
give them a little elbow room if you will. 

One other point I want to be sure and bring out is this question of 
built-in closets. GAO made quite a point in their report about that. 
Why did we do that? In Germany they do not build what we term 
as closets. They are not part of the structure as in the United States. 
European practice bas always been just a straight wall, no closets in 
it at all. You buy a great big what we used to call a wardrobe and 
put that in the room. To have changed that method of construction 
would have been quite an undertaking for us. Again, we were after 
speed so we said, ‘‘All right, Germans, we will let you go right ahead 
and build your straight wall and we will bring in prefabricated, 
closets,’ and that is exactly what it amounts to, but it looks like a 
built-in piece of furniture. 

When we are speaking of the kitchen, they are more than a reason- 
able facsimile of the kitchen cabinets we have any place in the United 
States. 

At the same time they have the types of built-in kitchen cabinets we 
put in, which have become quite a thing in Germany, believe it or not, 
There is a firm in Stuttgart in the business of doing nothing but build- 
ing those kitchen cabinets and making a big success of it throughout 
Germany at this time. 

The same way with the closets. They started building these in the 
project and then expanded to the rest of the country. 

Mr. Brownson. Do they keep the wine glasses in the kitchen 
cabinets? 

Mr. Wo re. I am very happy you brought up the question of wine 
glasses because again GAO made quite a point of what was termed the 
wine glass proposition in Bonn. 

Let us review the lavishness and the extravagance of our glassware. 
I have used the 3-bedroom apartment figures here. I think you can 


we ec aT IL Lt 











USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 257 


find them in our report. I think it is a little higher than an average 
because 2 bedrooms are provided with 6 items and 4 bedrooms, with 
more children, are provided 12 items. The total value that we paid 
for 64 pieces of glassware in a 3-bedroom apartment is equivalent to 
$22.55. 

I visited 5 of my friends over the weekend and we added up values, 
and the lowest income group of these people whom I visited was, and 
| am guessing at this figure, was $4,200 a year. We added up very 
accurately the value of their glassware and it came to $37. 

The chinaware—— 

Mr. Brownson. He did not have eight different types of glasses. 

Mr. Woure. He had a lot of different glasses of all kinds. 

Mr. Lantarr. We are talking about unit cost. 

Mr. Wotre. Yes, sir; per apartment. 

Mr. Lantarr. There were how many apartments? 

Mr. Woure. Four hundred and fifty-eight. The chinaware, the 
total value of the chinaware provided to a 3-bedroom apartment 
about which we are talking, the average I think there is a little bit 
higher than the average, was $34. The total value of the kitchen- 
ware, excluding the refrigerator and stove, of course, was quite a large 
sum and a little difficult to add up, $98.84, including all of the pots 
and pans and knives and forks and everything that goes into the 
kitchen, the coffee pot, the iron, the ironing board. An item of silver- 
ware was provided, service of 8, $42.99 per apartment, or a grand total 
for the dining room and the kitchen, chinaware, silverware, glassware 
and all kitchen equipment excluding the stove and refrigerator, the 
equivalent of $198.38. 

Mr. Lanvarr. For the whole project that would be? 

Mr. Woursn. Roughly, 200 times 458, a figure of $92,000. 

I remember, despite the speed at which we had to do things and 
despite the fact that in some cases manufacturers were having a rough 
time meeting our schedules, at the same time I remember how care- 
fully we worked out our bids and comparisons and then sat down with 
the contractors and negotiated our prices, even to the extent of our 
engineers going out and showing them how to do things so that it 
would come out a little bit cheaper. 

| don’t think you can duplicate the $22.50 worth of glassware in the 
United States for $125. 1 don’t think you could. It is good glass- 
ware, but the glassware is valued at $22.50 and again I would like to 
make the point that there is no turnover breakage. Anybody who 
breaks a glass or chips it or loses a piece, or breaks a plate must pay 
for it, and the stock is replaced permanently that way. 

Mr. Brownson. Do you run into much of that damage as people 
move in and out of these apartments? 

Mr. Wours. Yes, sir. I moved up from Frankfurt and not that 
my wife or I are careless about breaking, but we have a lot of guests 
and I think my bill for glassware, chinaware alone, was something like 
130 marks in the loss of kitchen utensils or breakage. I broke or lost 
$40 worth. When I move out of one of the houses I will have to do 
the same thing on any breakage. 

Mr. Brownson. Entirely aside from the kitchen and chinaware 
and so forth, where was the furniture purchased to furnish the apart- 
ments? 
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Mr. Wo tre. All of the apartment furniture was purchased in 
Germany, every bit of it. 

Mr. Brownson. Was any of it purchased in East Germany? 

Mr. Wourer. No, absolutely not. <A lot of it was bought in West 
Berlin, but we were most careful about even the material used, that 
none was manufactured in East Berlin, or East Germany. 

Mr. Brownson. Do any of these apartments have pianos? 

Mr. Wotrs. No, sir. The houses have pianos but not the apart- 
ments. 

If the judgment of providing—and I take full responsibility for it 
despite the fact it was approved by Mr. McCloy and his staff, I take 
full responsibility for the larger living room, and that is the basic 
difference in all of these apartments, the living room is larger than 
the living rooms you will find in apartments here. I don’t think 
that they added that much to the cost that we can determine it, and 
still my opinion today is that it is not extravagance. Granted, we 
could get down and down and smaller and smaller until we are at a 
point of nothing. 

Mr. Brownson. Leaving the American housing project for a 
moment and going to the German apartment housing program, those 
were much smaller in scale? 

Mr. Wotrs. Yes, sir, they are much smaller in scale, but I would 
say certainly slightly larger ‘and certainly I think a lot more privacy 
is provided than at least 85 percent of our German employees had 
enjoyed for 5 years. The German employee, I would say at least 80 
to 85 percent, were living in Frankfurt and the average was about 
1.6 individuals per room. I can give you several examples of where 
a man and his wife and 1 child have 1 room and they share the kitchen 
and the bath and the living room with 2 or more other families. 

Here, regardless of anything else, the German project was justified, 
to me, the day that I watched them move in. Hardly without ex- 
ception a German wife was crying for hours about the place she finally 
had to live in. 

Mr. Lanrarr. How many of these units were constructed? 

Mr. Wore. 840. 

Mt. Lanrarr. How many German employees do you have? 

Mr. Woure. German employees, slightly over 1,000 we moved to 
Bonn and Bad Godesberg. That has been reduced somewhat and as 
the reduction is made and in accordance with the agreement with 
the German Government, we are releasing the apartments for use of 
German Government employees. They still bave a terrible time with 
housing, despite the vast amount of construction they have done in 
Bonn and Bad Godesberg. They are very anxious to get as much of 
it as they can. 

Mr. Brownson. Your highest paid German personnel were not 
paid as well as the lowest paid American personnel, were they? 

Mr. Wo rer. No, the highest paid German personnel, I think, 
receives less than the lowest paid American employee. Of course, by 
and large, 90 percent of our German employees are the messengers, the 
chauffeurs, the mechanics, the typists, the file clerks unclassified, of 
course, and that sort of thing. 

Mr. Brownson. Was there any resentment on the part of your 
German personnel about this difference in the scale of living? 
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Mr. Wotrer. There certainly was not. They were overjoyed be- 
cause they could live by themselves. 

Mr. Brownson. How many apartments were there for the Germans? 

Mr. Woxrer. There were 840 apartments, in the Bonn-Bad Godes- 
berg area. 

Mr. Brownson. Were there any maids who had quarters in the 
German housing development? 

Mr. Wotrsn. No, sir. 

Mr. Brownson. Going back to the American housing, do you con- 
sider that the construction represents a basic minimum to meet 
American needs? 

Mr. Wotrer. A basic minimum except for the larger living room. 
We could certainly, if we had to and there is no question about it, 
have smaller living rooms, but other than that I consider it basic 
minimums. 

Mr. Brownson. You would consider that the provision of one 
maid’s room for each apartment built was the minimum requirement? 

Mr. Wo.rr. Yes, I would, just as [ would consider it a basic 
minimum here if we could hire a maid for $20 a month. And under 
the same bombed-out conditions, of course. 

Mr. Brownson. Do you consider the standards of furnishings as 
being on an appropriate basis? 

Mr. Woure. I believe so, sir. We could probably have bought a 
cheaper divan, but we bought something for stability, something that 
would last because part of our justification was the determination 
that we buy the furniture or else we ship the individual’s furniture 
from the United States. Keep in mind that the American personnel 
in Germany since the beginning of the occupation had been provided 
with everything from cleaning materials on up. Therefore, their 
personal furnishings were not over there. When the State Depart- 
ment took over we cut down on a lot of things provided and we did 
it the first month, such as the soaps and cleaning materials and so 
forth. Nevertheless, there was a question of shall we spend the dollars 
to move the furnishings of the employees, pack and crate them and 
ship them to Germany, and then later pay them to ship them back, o1 
shall we provide the furniture so that we do not have this shipping 
charge and if we are going to provide it, then let us provide furniture 
of sufficient quality th: at it is not only going to offset its cost in trans- 
portation charges for this one man but will offset it for several times 
to come. 

Mr. Brownson. At this point in the record I would like to ask 
unanimous consent that such schedules as the staff may select illus- 
trating the level of furnishing of the Bonn-Bad Godesberg apartments 
for American personnel be included in the record and with them a 
letter and attachment from the Executive Office of the President, 
Bureau of the Budget, dated December 29, 1948, and addressed to 
the heads of executive departments and establishments with the sub- 
ject: “Maximum allowances of furniture and furnishings for Gov- 
ernment-owned personal quarters.”” This is in the United States and 
does not represent a direct comparison, but I think at this point it is 
a very fair equation. 

(The schedules referred to are set forth as exhibit 7 in the appendix, 
p. 350. The letter and attachment referred to marked ‘Exhibit 
37A and 37B.”  follow:) 
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Exuisit 37A 


Lerrer FroM James E. Wess, Director, BuREAU oF THE BupGet, DECEMBER 
29, 1948 


Executive Orrick OF THE PRESIDENT, 
BuREAU OF THE BupDGET, 


Washington 25, D. C., December 29, 1948. 


Maximum allowances of furniture and furnishings for Government-owned per- 
sonnel quarters. 


To the Heads of Executive Departments and Establishments: 

This revision of Circular No. A-15 replaces and rescinds Circular No. A-15 
Revised, dated June 11, 1946. 

1. Tables of maximum allowances of furniture and furnishings for Government- 
owned personnel quarters, together with instructions relative thereto, are pro- 
mulgated from time to time by the Director of the Bureau of the Budget, with the 
approval of the President, for the guidance of the departments and establishments 
providing furnished personnel quarters. The tables and instructions currently 
in force are contained in a document, copies of which may be obtained from the 
Bureau of the Budget, entitled ‘‘Maximum Allowances of Furniture and Furnish- 
ings for Government-Owned Personnel Quarters,’’ dated December 29, 1948. The 
purpose of the tables and instructions is to further effective budgetary control and 
to promote uniformity in practices followed by the departments and establish- 
ments as to the kind and amount of furniture and furnishings provided by the 
Government for use in living quarters made available by the Government for 
occupancy of Government employees. The term “furnishings” includes fur- 
niture. 

2. In order to obtain the advantages of large scale buying, the control of designs 
and specifications, and record of quantity purchased, the Bureau of Federal Supply 
of the Treasury Department, on January 2, 1942, took over matters having to do 
with the procurement of household furniture, according to the provisions of the 
Reorganization Act of March 3, 1933 (47 Stat. 1517). Specifications for house- 
hold furnishings are determined by the Bureau of Federal Supply with the assist- 
ance of a committee composed of representatives of agencies which provide house- 
hold furniture. 

3. It is requested that the heads of the departments and establishments con- 
cerned maintain in force regulations in conformity with the provisions of this 
circular and the tables of allowances and instructions referred to in paragraph 1 
above. 

James E. Wess, Director. 


Exurpit 37B 


MAXIMUM ALLOWANCES OF FURNITURE AND FURNISHINGS FOR 
GOVERN MENT-OWNED PERSONNEL QUARTERS 


(Developed by the Bureau of Federal Supply, Treasury Department, Washington, 
D. C., in cooperation with the departments and establishments concerned; 
approved by The Director, Bureau of the Budget, Executive Office of the 
President, Washington, D. C., December 29, 1948) 


ForREWORD 


The heads of the Departments and Establishments concerned shall prepare and 
maintain in force appropriate regulations in conformity with the table of maximum 
allowances and applicable requirements as established. 


PURPOSE 


The purpose of the table of maximum allowances is to further effective budgetary 
control and to promote uniformity in practices followed by the several Depart- 
ments and Establishments as to the articles of furniture and furnishings provided 
by the Government for use in living quarters made available by the Government 
for occupancy of Government employees. 
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SCOPE 


The use of the table of allowances and applicable requirements is mandatory 
on the executive departments and establishments of the Government of the 
United States of America within the continental limits of the United States and 
its permanent possessions and on the Government of the District of Columbia. 
The establishment of allowances for other personnel quarters outside of the United 
States shall be for administrative determination by the department or establish- 
ment concerned. 

The allowances (except where otherwise provided) fix the maximum quantity 
and kind of articles of furniture and furnishings, which the several departments 
and establishments may provide in the various rooms of Government-owned 
quarters, subject to the availability of funds in the appropriations from which 
purchases are made. Quantities less than the maximum shall be provided or 
allowed in the discretion of the department or establishment where room area, 
door or window openings, built-in bookcases or other conditions exist which make 
impracticable the use of the maximum articles allowed. 

The allowances established for various rooms are for such customary articles of 
furniture and furnishings that are generally considered essential and adequate to 
furnish living quarters. No provision is made herein to establish grades, styles, 
sizes or quality of material used in the manufacture of the articles to be provided. 
These requirements are provided for in applicable drawings, specifications and 
purchase contracts. Allowances covering the grade, style or quality of the articles 
to be provided on the basis of personnel status of occupants of quarters, shall be 
for the administrative determination of the head of the department or establish- 


ment. 
APPLICATION 


The allowances apply to two general classifications of personnel quarters, 
namely: housekeeping quarters and nonhousekeeping quarters. No provision 
is made for that class of quarters which includes barracks, bunkhouses, temporary 
and seasonal quarters. Such provision is left to the administrative discretion of 
the department or establishment concerned. 


CLASSIFICATION OF QUARTERS 


Housekeeping quarters are provided for persons or families who live on a house- 
keeping basis and nonhousekeeping quarters are provided for persons who live 
on a furnished room or dormitory basis and are therefore, without personally 
owned household effects. 


POLICY OF PROVIDING FURNITURE AND FURNISHINGS 


It is the policy of the Government to provide furniture and furnishings for 
housekeeping quarters where conditions of employment require frequent change 
of station in the interest of the Government. Where residence is of a permanent 
nature, it is not the policy of the Government to provide furnishings for house- 
keeping quarters. 

This policy is based on the principle that the Government is justified in provid- 
ing furniture and furnishings in housekeeping quarters only where it is cheaper 
for the Government to purchase certain items than to pay the expenses incident 
to the frequent transportation of personally owned furniture and furnishings. 
The items provided for housekeeping quarters consist only of ‘‘basic pieces’ and 
these do not include such items as linen, cutlery, silverware, tableware, and kitchen 
articles. It is considered essential that the Government provide furniture and 
furnishings in nonhousekeeping quarters, because it is the practice of persons who 
occupy such quarters to be without household effects. All departments and estab- 
lishments providing nonhousekeeping quarters are entitled to provide household 
furniture and furnishings in such quarters. 


OTHER ALLOWANCES 


The following allowances shall be for the administrative determination of the 
head of the Department or Establishment: 

1. Furniture and furnishings for libraries, dens, reception and recreational 
rooms, or for rooms other than those provided for in the table of allowances. 

2. Furniture and furnishings for rooms of unusually large size for which quanti- 
ties specified in the table of allowances may not be adequate. 
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Window draperies, curtains or portieres. 
Other equipment such as stoves, refrigerators, window shades, vacuum 


articles 


fire 
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extinguishers, fans, awnings, ash and garbage cans and related 


marimum allowances for furniture and furnishinas 


HOUSEKEEPING QUARTERS 


Artick 


LIVIN ROOM 
Armehair 
Davenport fa 
Occasional chair 
lipeovers (for items A, B, and C 
Library table or table desk or desk 
Coffee table 
Occasional] table. 
Bookcase (if not built ir 
Floorlamp (where sufficient lighting fixtures are not provided). 
Table 
Ru 


Rug cushion 


np 





cient for reasonable coverage) 


DINING ROOM 





Dining t ‘ 

Sidet i (buffet 

China cabinet (if not built in 

Rug ent for reasonable coveragt 
Rug cushion 


COMBINATION LIVING ROOM AND DINING ROOM 
Armchair 
Davenport (sofa 
onal chair 
] vers (for items A, B, and C 
Library table or table desk or desk 
ffee table 
Occasional table 
Bookcase (if not built ir 
Floorlamp (where sufficient lighting fixtures are not provided). 
Table lamp 
Dining table 
Y ir (dining roon 
Side cr ir lining room 
Sideboard (buffet 
eerver 
China cabinet (if not built in) 
Rug/rugs (sufficient for reasonable coverage). 
Rug cushion. 





Occa 





DINETTE OR BREAKFAST ROOM 


Table 

Side chair. 

Sideboard (buffet) or server 

Rug (sufficient for reasonable coverage). 
Rug cushion, 


KITCHEN 


Kitchen table 

Kitchen chair (if no dinette or breakfast space). 
Kitchen stool. 

Kitchen cabinet (if not built in) 

Linoleum floor covering (where required). 


MAIN HALL AND STAIRWAY 


Console table. 

Mirror 

Occasional chair. 

Rug or carpet (sufficient for reasonable coverage). 

Stair carpet or treads. 

Rug or carpet cushion (not allowed under stair treads). 


PORCH 


Glider or settee. 

Porch chair. 

Porch table. 

Porch rug (if enclosed porch). 
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Table of maximum allowances for furniture and furnishings—Continued 


HOUSEKEEPING QUARTERS —Continued 


Quantity Article 


MASTER REDROOM 


] Double bed or 2 single beds 








l Spring for each bed 
1 | Mattress for each bed 
2 Pillow 
l Dresser 
1 Mirror for dresser 
1 | Vanity 
l Mirror for vanity 
l Vanity bench 
1 | Chiffonier or chest of drawers 
l Boudoir or side chair 
l Wardrobe (if no closets 
l Night table 
Rug/rugs (sufficient for reasonable coverage exclusive of area under bed 
OTHER REDROOMS (NOT EXCEEDING 3) 
A 1 Doubk vhen there are 2 or more bedrooms in addition to the master bed- 
room, ese bedrooms may have 2 single beds in lieu of 1 double bed 
] Spring for each bed 
l Mattress for each bed 
2 | Pillows 
l Dresser or vanity 
] Mirror for dresser or vanity 
1 | Vanity bench 
{ ] Side chair 
l Night table 
1 | Wardrobe (if no closets). 
K Rug/rugs (sufficient for reasonable coverage, exclusive of area under bed), 
UPPER HALI 
l Side chair 
Rug or carpet (sufficient for reasonable coverage). 
Rug or carpet cushion. 
RATHROOM 
l Stool 


1 | Medicine cabinet (if not built in). 


DOMESTICS ROOM 








1 | Single bed. 
B 1 | Spring. 
( 1 | Mattress, 
Ds saceendla on 1 Pillow, 
ID sennmespatinn ‘ 1 | Chest of drawers. 
—_ es és 1 | Mirror. 
G onl 1 | Table desk, 
i sth aencdetemneies 1 | Side chair. 
l.. otlneadaeedall 1 | Small rug (sufficient for reasonable coverage, exclusive of area under bed). 

1-ROOM APARTMENT 
} } 

eee oak 1 | Sofa bed. 
} .| 2) Armehair. 
Cc o-| 4 Side chair. 
Pan pee -| 1 | Gateleg or dropleaf table. 
I snl 1 | Occasional table. 
F 1 | Night table. 
G 1 | Coffee table. 
H swan 1 | Dresser. 
I 1 | Bookcase (if not built in). 
J . 1 | Vanity. 
K 1 | Mirror for vanity. 
L ‘ee 1 | Vanity bench. 
M 2 | Floorlamp (where sufficient lighting fixtures are not provided). 
N —_ 2) Table lamp. 
Oi cconeutnds hla dil Rug/rugs (sufficient for reasonable coverage). 
aa ke .--.| Rug cushion, 
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Table of maximum allowances for furniture and furnishings—Continued 


Item Quantity 
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NONHOUSEKEEPING QUARTERS 


Article 


SINGLE PF EDROOM 
Single bed 
opring 
Mattress 
Pillow 
Armchair 
Side chair 
Presser or chiffonier 
Mirror for dresser or chiffonier 
lable desk or desk 
Table lamp 
Rug/rugs (sufficient for reasonable coverage, exclusive of area under bed). 
Miscellaneous (includes bedding, bed linen, mattress cover, bath and hand 
towels, and wastebasket). 


DOUFLE REDROOM 
Single bed 
Spring for each bed. 
Mattress for each bed. 
Pillow for each bed 
Armchair. 
Side chair. 
Dresser or chiffonier 
Mirror for dresser or chiffonier. 
Table desk or desk 
Table lamp. 
Floor lamp 
Rug/rugs (sufficient for reasonable coverage, exclusive of area under beds). 
Miscellaneous (includes bedding, bed linen, mattress cover, bath and hand 
towels, and wastebasket). 


LIVING ROOM (JOINT USE OF 2 OCCUPANTS) 
Armchair. 
Slipeovers (for item A). 
Side chair 
Bookcase or bookshelves. 
Table or table desk. 
Table lamp, 
Floorlamp 
Rug (sufficient for reasonable coverage). 
Rug cushion. 


COMMUNITY LIVING ROOM 
Armchair. 
Davenport (sofa). 
Occasional chair 
Slipcovers (for items A, B, and C). 
Side chair. 
Table desk or desk. 
Library table or occasional table. 
End table. 
Costumer. 
Bookcase (if not built in). 
| Coffee table. 
Floorlamp. 
Table lamp. 
Rug (sufficient for reasonable coverage). 
Rug cushion. 


LIVING ROOM (SINGLE OCCUPANT) 
Armchair. 
Slipcover (for item A). 
Si le chair. 
Occasional table. 
Bookcase (if not built in). 
Table lamp. 
Rug (sufficient for reasonable coverage). 
Rug cushion. 


Mr. Wo.tre. We have a direct comparison to this, the Foreign 


Service allowance, which applies to all agencies serving overseas as 
to the weight allowed to an individual for shipment overseas. 


Mr. Brownson. In eonnection with the American Housing pro- 


gram, you said the other day, I believe, that this cost came out to 80 
cents a cubic foot. 
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Mr. Wo tre. That is right. 

Mr. Brownson. In compiling your cubic footage statistics, what 
did you consider as space, the complete space? 

Mr. Wore. The complete space, all four floors, all the hallways, 
the stairways. That is common practice but I would have to consult 
an engineer. 

Mr. Brownson. Did you include the balcony area? 

Mr. Wourr. I am not sure. 

Mr. Brownson. But you did include the maid’s rooms and the 
corridors? 

Mr. Wotre. Yes. 

Mr. Brownson. Do you feel that in regard to space the corridors 
in this project are roughly comparable with corridors in projects in 
normal American construction? 

Mr. Wo tre. I think so, sir. 

Mr. Brownson. Are there any more questions on the American 
apartment housing program? 

Mr. Lantarr. What statistics did you use in arriving at your 
determination to building certain percentage of 3-bedroom apartments 
and a certain percentage of 2-bedroom apartments and a certain per- 
centage of 1-bedroom apartments? 

Mr. Woure. On a population of the individuals at that time. First 
we took the population of people who would be moving to Bonn and 
excluding the people who would be in positions which were not going 
to move to Bonn. For instance, we left all of our Public Affairs 
people aside. Today we are short, very short of 3-bedroom and 
4-bedroom apartments in accordance with our very tight limitation 
assignments. 

Mr. Lantarr. Do you assign personnel to these apartments purely 
on the basis of their individual needs? 

Mr. Woure. Purely on the needs of the people, the individual 
needs I would say except for 10 or 15 of the larger apartments. 

Mr. Lantarr. Who occupies those? 

Mr. Woure. The second and third man in politics, economy, 
public affairs, my office, and so forth, commercial attaches, Treasury 
representatives, and if we had military naval and air attaches. 

Mr. Lantarr. One of those individuals that you have mentioned 
would be assigned to one of the larger apartments, and I assume you 
mean a four-bedroom apartment. 

Mr. Wotrtr. Well, a three-bedroom apartment and he would then 
use the fourth bedroom as a study. 

Mr. Lantarr. And that assignment would be made without con- 
sideration of the size of his family? 

Mr. Wotrs. In some cases it would; yes. 

Mr. Lantarr. So that about 10 to 15 of these larger apartments 
are assigned on the basis of rank rather than on the basis of family 
size? 

Mr. Wourer. That was our original thinking, but I think it is not 
true today. At the present time, I think there are about three that 
are assigned on the basis of rank today and the rest are on the basis of 
families. 

But our original thinking was that we would assign 10 or 15 on the 
basis of rank and we would force nobody to move if that family had 
children. 
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Mr. Lantarr. Do we have a record of rental allowances that are 
allowed in this area? 

Mr. Woutre. No. 

Mr. Lantarr. Will you please furnish the amount of rental allow- 
ances given to our State Department people in the Bonn-Bad Godes- 
berg area? 

Mr. Woure. You understand the allowance structure, of course, 
has generally not been granted in Germany at all for the simple 
reason that we have always lived in requisitioned or Government- 
owned quarters, so therefore no rental allowances. 

Back in 1947 or 1948, when allowances by classes were established, 
and the classes are 1 through 7, they had to be established and when 
they came to Germany and nobody was granted quarters allowances 
in Germany the question was, What can we put down for? And they 
said we will put down class 2 for Germany in 1950. 

Mr. Lantarr. What do you mean by class 2? 

Mr. Woure. Class 2 is an allowance from $450 to $1,500 a year, 
and then the chief of the mission is $6,000. That was nominal. 

Mr. Lanvrarr. Class 2 living allowances run from $450 to $6,000? 

Mr. Wotre. Well, it is better to say $450 to $1,500, and the chief 
of the mission’s $6,000. 

Mr. Lantrarr. What is the criterion for determining how much an 
individual receives by way of a class 2 allowance? 

Mr. Wourn. That is the maximum he receives and he can be paid 
within that only what he actually pays. 

Mr. Lanvarr. In other words, if an individual making $3,600 a 
vear in salary pays $1,500 a year for an apartment, why they would 
be reimbursed that amount, is that correct? 

Mr. Wotre. The $450 starts at FSS 12 to 22. That is the lowest 
paid clerk, $450 if single, $600 if married, and then it goes on up the 
seale according to rank and to family, up to $1,500. This is one of 
the things that I definitely want to take exception to in the General 
Accounting Office report to be sure that the record is clear on this 
point. 

In 1950 we established the International Ruhr Authority at Duessel- 
dorf and there were half a dozen Americans. By international 
agreement it was decided they would not live or reside in requisitioned 
quarters, but would pay rent. Naturally, when the rent was deter- 
mined, class 2 rates couldn’t possibly get anything. However, the 
British did permit them to rent these houses at the requisitioned 
rate, so allowances were given at class 4 from $750 a year for the 
clerks, unmarried to $2,500 for the next to the top, and again $6,000 
for the chief of missions. 

To give you another example of this, the same thing was done in 

Japan “when we were in requisitioned quarters. There was class 2. 
When they had to vacate the requisitioned quarters and rent on the 
open market, the rental allowances in Japan went to class 7, where 
the lowest clerk receives $1,200 rental allowance, and it goes up to 
$4,000, and again $6,000 for the chief of missions. Now, that is 
what will happen in Germany come the ist of October 1953 when we 
have to get out of requisitioned quarters and rent on the open market. 
We will have to give our people allowances between $1,200 and $4,000 
a year, and I am positive it will not cover them then and some will 
have to live in substandard quarters. 


PRR 3 
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Mr. Lanrarr. Based on your present number of employees and 
considering their grades, how much would you estimate the living 
allowance would be? 

Mr. Wotre. $1,074,000 a year. You can take a look at that on 
page 249 of the HICOG report. 

Even the General Accounting Office in figuring on class 2, which is 
beyond any realm of possibility, we save what amounts to $157,000 a 
year. On our figuring on the basis of what we have done here, we 
would apply $645,000 a year either to dollar savings or we will have 
to ask Congress for less money—apply it to a figure of amortization 
if you will. 

Mr. Lantarr. Under that you are assuming that even after rati- 
fication you will have the same size staff in HICOG, will you not? 

Mr. Wourer. No; it doesn’t make any difference what size staff I 
would have. If we only use one-half of the apartments, the other 
half of the apartments would be rented out, and it would mean the 
same thing. The money would be coming into the Treasury. 

Mr. Lantarr. When you estimate the amount of money that 
would have to be paid out for quarters and allowances, your estimate 
is based on your present staff at HICOG, and that will be greatly 
diminished. 

Mr. Wotrer. That is right, and then we will rent the apartments 
and add that to the Treasury. It will come out to the same thing. 
In other words, figuring on the basis of all the apartments being oc- 
cupied full time, either by our own people or through rental to othe P 
It doesn’t cost any more to operate the project with one-half of i 
rented and one-half of it filled with our employees than it does te 
have all of it filled with our employees. 

Mr. Lantarr. I am wondering if that analysis should be included 
in the record which is contained on pages 248, 249, and 250 of the 
HICOG report 

Mr. Brownson. Without objection it is so ordered. 

(Pp. 248, 249, and 250 of the HICOG report, marked “ Exhibit 38 
are as follows:) 

EXHIBIT 38 
QueEsTIoNs BY GENERAL ACCOUNTING OrriceE AND ANsweRs BY HICOG 


Question. Based on State Department’s class 2 and class 3 classification of 
housing allowances, what is the actual housing allowance total for the employees 
now living in the Bad Godesberg housing project? 

(a) How many bachelors (segregate male and female by classification) in the 
projects? 

(b) Show a schedule of class 2 and class 3 rates. 

Answer. Computed on occupancy as of December 22, 1952, the total housing 
allowances would be: 


Number of ‘Total al- 





Class employees | lowances Average 
PE iinticcantwnks en 2 582 $529. 800 $910. 15 
Houses — 2 5 7, 200 1, 440. 00 
Apartments a “Peon . ot 3 582 706, 400 1, 213. 00 
Houses a aah eapncielipediliarhiins = callie stele ‘ Celia 3 5 9, 600 1, 920. 00 
Apartments........- : ‘ Siac cielo seeael i Sai 5 582 1, 059, 600 1, 820. 00 


| a ee ee teoasll nobis : nai 5 5 14, 400 2, 880. 00 








268 USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 


Answer (a): 


Classification Male Female) Total Classification Male |Female Total 
FSR-2 2 2 || FSS-8 = 4| 5 | 9 
FSO-2 i 1 || FSS-9 8 | 11 | 19 
FSS-1..-. 6 I 7 || FSO-6 | 2 | 2 
FSS-2 6 l 7 || FSS-10 4 13 17 
FSS-3 12 2 14 || FSS-11 39 | 30 69 
FSS—4 16 1 17 || FSS-12 ae 13 | 46 59 
FSS-5 14 5 19 || FSS-13 17 | 52 69 
FSS-6 4 5 9g — — 
FSS-7 4 4 8 Total 151 | 

| 


No recent survey of rentals has been made in Germany to establish a firm 
housing allowance since we have been occupying either requisitioned quarters or 
government-owned quarters since the end of the war. Based on the leases that 
have been negotiated it is felt that a quarters allowance for Germany comparable 
to Paris would be reasonable if housing were at all available. 

Even with that allowance, which is class 5, it would still be impossible to rent 
sufficient housing in Germany to provide for the American personnel here since 
there is such a shortage caused by the war and by the influx of refugees from the 
East Zone. 
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In addition, there are certain other savings accruing to the United States 
Government as the result of Government-owned housing being available in 
Germany. These are the savings in the packing, crating, shipping and unpacking 
of effects for new arrivals from the United States, and for separated personnel 
returning to the United States, and in the nonpayment of temporary lodging 
allowances to new arrivals inasmuch as employees and their dependents are 
billeted immediately upon arrival. Normally, 1t would be necessary to pay 
temporary lodging allowances for the full period of 90 days due to the extreme 
scarcity of housing in this area, 

It is our opinion that the class 2 or 3 housing allowances and temporary lodging 
allowances as a base for comparison with the operating expenses of Government- 
owned housing are wholly unrealistic. Since the class 5 housing allowance and 
the class 6 temporary lodging allowance appear to be more appropriate as a base 
for comparison, the following evaluation is outlined for consideration. 


Comparison of costs if Government quarters furnished or not furnished 


Total allowances per annum for present occupants in Bad Godesberg 

project olen on deem : : _... $1, 074, 000 
Estimated temporary lodging allowances payable to 160 

new arrivals during 1953 for 90 days 2 ; $172, 800 
Less savings in quarters allowances, 160 multiplied by 

$1,908 multiplied by 1/4 year 76, 320 


Estimated net savings on temporary housing---- 96, 480 
$96,480 multiplied by 60 percent of new arrivals assigned headquarters_ 57, 888 
Estimated savings on incoming effects—160, budgeted 
1953, multiplied by 60 percent to headquarters equals 96: 
50 percent bachelors: 48 multiplied by $540 . $25, 920 
50 percent families: 48 multiplied by $1,000 ide 48, 000 
~ = 73, 920 
Estimated savings on outgoing effects—260 estimated 
separations multiplied by 60 percent headquarters 
equals 156: 
50 percent bachelors: 78 multiplied by $400 a aia 31, 200 
50 percent families: 78 multiplied by $800 aaa 62, 400 
- - — 93, 600 
Estimated costs payable if Government quarters not available. 1, 299, 408 
Less operating costs for project: 
Utilities: 


Heat seduce aan ; _ $107, 590 
Water a se ad 20, 000 
Le a FEE PST © 64, 250 
Refuse collection_________ ee eg ed 16, 100 
SIE SION oo Se ea ws pe ales 207, 940 
Repairs and maintenance (buildings and grounds)___ 207, 500 
tepair and amortizing furnishings___........_-__- 90, 275 


Salaries 6 i ge a and. or 
ates | ME OOS 


OPE Eee ee Fe ay eae 654, 350 


Question. Whet are the estimated maintenance and operations dollar budget 
figures for fiscal 1954 for the Bad Godesberg American housing project? 

(a) Is there an estim:s.ted Collar budget request for m:.intensnce and operetion 
on any of the recreational buildings ? (1954). If so, whet amounts? 

(b) Are the 1954 figures besed on a@ conversion of DM meintenence and oper- 
tion costs for the period the housing project has been in operation? 

Answer. Estimated maintenance and operations dollar budget for fiscal 1954 
is $645,058 (dollar equivalent of DM expenses): 

(2) The above-mentioned budget estimate includes maintenance and operation 
of all recreational buildings amounting to: 


Estimated net savings per annum____--- 


Dollar equivalent of deutschemark expenses 
Clubhouse : Mee se aan iain cskkttniaadn deilecsanaaaleeincsoinian:. OL ae 
Recreation building (gymnasium, swimming pool, bowling alley, etc.)_ 7, 988. 00 
Theater___.____ : 3, 519. 00 


kage Senetinta vou a etaiataten alert ---- 17, 013. 00 





I a ekg Seer 
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b) The 1954 budget estimate is based partly on experience and partly esti- 
ated, due to the fact that we do not have a year’s exy erience as yet on the opera- 
of the entire rre ject. 
This item is included in the budget since estimates were prepared to cover end 
protect all government-owned or leesed property in Western Germeny. The 


amount of $17,013 will be reimbursed to the Urited States Treesurv from the 


HICOG nonappropriated fund account. Fstimates for the meintenance and 
eration of these buildings will not be included in the budget in the future. 

Mr. Woure. There is one intangible factor that has been a terrific 
chore to me in the administrative business of the Foreign Service. 
In practically all cities throughout the world today housing is so 
short that we lose a portion of the efficiency of our staff during the 
first 3 months that a man is assigned to a position, even a clerk. 
They just spend so much of their time looking for a place to live. 
That, | would say, is true in all major posts today. That is an 
intangible saving that we cannot compute, but I would say that it is 
very great. Our people move into their apartments within a week 
at the most when they come to Bonn. 

Mr. Lantarr. I believe I asked the question the other day how 
much had been paid out since you moved into this project by way of 
moving allowances. 

Mr. Wotre. I do not have the figure but I can certainly get it and 
provide it, both going into HICOG and coming out. 

Mr. Lanvarr. I would like to know whether or not experience 
indicates that you actually have stopped entirely paying moving 
allowances or whether or not we are still paying some of them. 

Mr. Wore. There is no question about our savings. There have 
been tremendous costs in moving from the States and back again. 

Mr. Lanrarr. Will you supply it? 

Mr. Wotre. Yes, I will. 

Mr. Brownson. Without objection, the figures on the moving 
allowances to and from HICOG will be supplied by the witness at a 
later time and inserted in the record. 

(The information is included as a portion of exhibit 38, p. 267.) 

Mr. Brownson. While you were answering Mr. Lantaff’s questions 
I turned to the chart on page 220 and added up the last 8 items on the 
expenditures for glassware in the 3-bedroom apartments and I come 
out with a figure of 142.08 deutschemarks, which converted into 
dollars is $33.80 rather than $22 which you gave us. 

Mr. Woure. Did you say page 220 of the HICOG report? 

Mr. Brownson. Yes. 

Mr. Wotre. Don’t tell me my arithmetic is wrong now. I gave 
out a figure on glassware of $94.72. Oh, you are using the 12 units 
each. I used as an average for the project the 8 units each because 
some we provided 6, 8, and 12. 

Mr. Brownson: | was looking at three-bedroom apartments at 
the top. 

Mr. Wotre: Well then if we go back to another three-bedroom 
apartment 

Mr. Brownson. That would probably average out then because 
it is roughly a one-third difference between your figure and mine. 

Mr. Wotrr. Yes. 

Mr. Brownson. I wonder if we could discuss for a while the houses 
that we bought. 

For instance, house No. 1 is the house occupied by John P. Davies; 
is that correct. 

Mr. Wo tre. Yes, sir. 
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Mr. Brownson. Director of Political Affairs in HICOG; is that 
night? 

Mr. Wotre. Yes. 

Mr. Brownson. Do you know what Mr. Davies’ salary is? 

Mr. Wotrer. $14,000. He is a class 1 officer. It should be 
$14,300. 

Mr. Brownson. The house is two stories above the ground with a 
full basement. Entrance is from a ground-floor veranda running the 
length of a 30-foot living room 14 feet wide. 

Mr. Wo tre. No. 

Mr. Brownson. Where is there an error so far? 

Mr. Wotre. Mr. Wore. A veranda running the full length of 
the living room, did you say? I will have to consult my plans as to 
whether it is 30 feet or not. Now I think I can answer your question 
because I have the plans in front of me. The living room is not 30 
feet long. The living room is 19 feet long as I read the plans. Wait 
a minute, | beg your pardon, that is 9.2 meters which would be about 
30 feet. 

Mr. Brownson. Off the living room to the left is a 20- by 14-foot 
studio? 

Mr. Wotre. That is correct. 

Mr. Brownson. And the dining room of the same size is entered 
from the right of the living room? 

Mr. Wourer. Yes. 

Mr. Brownson. A pantry opens off the dining room from which 
is entered a kitchen 13 feet 8 inches by 12 feet 8 inches? 

Mr. Wotre. That is about right, sir. 

Mr. Brownson. The rear of the living room opens into a hall and 
stairway 19 feet 8 inches by 12 feet 6 inches? 

Mr. Wotrr. I just accept these figures. [I am not positive of them. 
I am sure they are very close. 

Mr. Brownson. The first floor (second story) has a breakfast room 
9 feet 6 inches by 12 feet 7 inches? 

Mr. Wotre. That is not a breakfast room. It is actually a little 
sewing room. 

Mr. Brownson. Breakfast room or sewing room, I am sure it is 
large enough for both operations at the same time. 

Mr. Woures. In the present case the Davies children sleep in it. 
They have four children. 

Mr. Brownson. A master bedroom 20 feet by 16 feet 8 inches, and 
a 14 foot by 13 foot 3 inch dressing room with a connecting bath 9 feet 
6 inches by 5 feet 8 inches. 

Mr. Wours. Yes. 

Mr. Brownson. A 30-foot balcony runs the length of the 3 bed- 
rooms. In the rear, opening from a hallway, are two maids’ bedrooms, 
the one 8 feet by 7% feet square and the other 7 feet 7 inches by 8 feet 
7 inches, with a connecting bath 5 feet 8 inches by 8 feet. 

Mr. Wourer. Actually again they are marked as maids’ rooms but 
one of them is used for a bedroom for one of the children. 

Mr. Brownson. A second structure in the rear of the house provides 
two-car garage space 21 feet 4 inches by 19 feet, a driver’s bedroom 12 
feet by 7 feet 6 inches, and a bath. 

Mr. Woure. A servant’s bedroom and bath; yes, sir. 

Mr. Brownson. I wanted to discuss this house you called the 
“economy house” in the project which only totaled $115,000. As I 
understand your equation, this house had a land cost of $11,000. 
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Mr. Wotre. That is right, 

Mr. Brownson. How aah teal did you buy to construct this 
house? 

Mr. Wotre. I am afraid J will have to provide that to you later. 
[ don’t know where to look for it, but I have those figures. 

Mr. Brownson. You will provide the cost of the land for the 
houses on an acreage or square-footage basis later? I ask unanimous 
consent that these figures be included in the record. 

Mr. Wore. Yes. 

(The figures furnished by Mr. Wolfe marked “Exhibit 39” are as 
follows: ) 

Exuipit 39 


Schedules summarizing construction costs of Bonn construction projects 
Land acquisitions Contracts Payments 


Real estate purchases, Bad Godesberg area: 
4. American housing project 


Purchase of land (504,638 square meters, 124.697 acres) DM53, 999, 607. 57 DM1, 136, 467. 35 
Reimbursable ppyments which will be deducted from funds 
due Jand owner Carstanjen 98, 027. 58 
$1, 720. 00 $860. 00 
Lease of land DM2, 700. 00 DM 2, 700. 00 
B. 5 residence houses: Purchase of land (37,450 square meters, 9.254 
scres 305, 050. 50 308, 050. 50 
C, Ambassador’s residence: Purchase of estate (14,678 square meters, 
3.627 acres) 350, 000. 00 350, 000. 00 


{ DM4, 660, 358. 07 D M1, 895, 245. 43 


Total \ $1, 720. 00 $860. 00 


Mr. Brownson. Are these houses all located in proximity to each 
other? 

Mr. Wo tre. Three of them are up on 1 end of the project and 2 of 
them are on the other end. I can provide those acreage figures. 

Mr. Brownson. I would like to know the land acreage on these 
five houses. 

Mr. Wo tre. I thought I had it but I can’t find it. 

Mr. Brownson. The second item is furniture $17,800. Where was 
the furniture for these houses purchased? 

Mr. Wotre. The furniture was purchased from Maple & Co. in 
London with deutschemarks through a currency exchange agreement 
with the Bank Deutsche Lender. 

Mr. Brownson. How would you describe the furniture? 

Mr. Wo tre. I would say it was typical good American-type fur- 
niture. Most of our furniture styles of the old American came from 
England and I would sat they are good American-type furniture. 

Mr. Brownson. None of this furniture in this house was bought 
in Germany? That furniture does include the piano? 

Mr. WotrFe. Yes, sir, the piano was bought in Germany. 

Mr. Brownson. Then you have construction costs of $67,300. 
Have you ever scaled that out to see how much a cubic foot that ran 
to? 

Mr. Wo tre. No, I haven’t, sir. I can do it. 

Mr. Brownson. I would appreciate it if you would do it or have 
your engineers do it and supply the data on these five houses for 
the record. 

Mr. Wo re. All right, sir. 

(The information furnished by Mr. Wolfe is set forth as exhibits 40 
and 41, and follows:) 
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Basement, including storage room, 


central heating__---- 
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| Roof, attic and foundations. - --. 
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Mr. Brownson. Then we have roads, utilities, landscaping, $18,650. 

Mr. Wotre. Yes, sir. 

Mr. Brownson. This is for House No. 1, the Davies house, the 
economy house? 

Mr. Wotre. They vary by a few dollars, but it doesn’t make 
any difference. 

Mr. Brownson. Why was the matter of providing roads, utilities, 
and landscaping so expensive? Was there a geographical problem 
involved? 

Mr. Wotre. Yes, in all these cases we had to put extensive road 
work in to reach the properties, and the utilities had to be brought 
to the houses. The normal construction here in the States, utilities 
would be brought right to the house, I believe, and the cities would 
be building the road network past the place, except for the driveway. 
In this case we had to do it ourselves. The city of Bad-Godesberg 
just didn’t have the money to do it. 

Mr. Brownson. Now we come to House No. 2, the residence of 
Michael Harris. 

Mr. Wotre. Yes, sir. 

Mr. Brownson. The Chief of the MSA? 

Mr. Wotre. That is right, Director of Economic Affairs for 
HICOG also. 

Mr. Brownson. This is apparently next door to the Davies resi- 
dence because this is at 76 Turmstrasse and the John B. Davies house 
is at 78 Turmstrasse. 

Mr. Wo tres. Yes, sir. 

Mr. Brownson. This house is described as follows: Entrance to 
this 2-story residence is from a terrace running the full length of the 
36-foot living room, which has a depth of about 20 feet. Off the 
living room to the left is the 20-foot by 19-foot-9-inch dining room. Off 
the dining room is the 15-foot-9-inch by 19-foot-9-inch kitchen. The 
kitchen opens into a second entrance and permits access to a 22-foot- 
9-inch by 19-foot-9-inch garage. A study, 18 feet 8 inches by 15 feet 
9 inches is entered off the right of the living room. A ground-floor 
bath, cloakroom, and hallway connect the study. Access to the 
second floor is from this hallway. The stairway to the second floor 
enters into a balcony. A hallway to the right of the house gives 
access to the master bedroom, dressing room, and bath. Off the 
balcony, toward the front of the house, is a guest bedroom and bath. 
From the left of the balcony a hallway opens into another guest 
bedroom and bath and two servants’ bedrooms. In the back of the 
house there is access to a second-floor driver’s bedroom and bath 
from the second entrance stairway. 

Is that an essentially correct description of the house? 

Mr. Wo tre. Substantially so. I think the entrance is from the 
other side of the house, but that doesn’t make any difference. 

Mr. Brownson. In this house there are 2 maids’ rooms and 2 
servants’ bedrooms and a driver’s room. All those people have 
chauffeurs. 

Mr. Wotre. Yes, sir. 

Mr. Lantarr. Where does the stoker and gardner live? 

Mr. Wotre. They live out. 

Mr. Lantarr. We don’t have to furnish them with a room? 

Mr. Woxre. Some of them live in the German project. 
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Mr. Lanrarr. They have to be there to stoke up the furnaces. 

Mr. Wotre. We have | stoker for all 5 houses. 

Mr. Lantarr. You have 1 stoker for each house? 

Mr. Wore. No. 

Mr. Lanrarr. In the breakdown on pages 195 and 196 of the 
HICOG report, you show a stoker and a gardner. 

Mr. Wotre. On page 195, I think that is the breakdown of his 
wages. That includes stoker and gardner. That would prorate the 
salaries over all five places. 

Mr. Lantrarr. But those services are furnished at each residence? 

Mr. Wo tre. Yes, sir. 

Mr. Lanrarr. In addition to the two maids, the driver, the stoker 
and the gardener? 

Mr. Wotre. No household servants are provided at all. 

Mr. Lantarr. Just the quarters? 

Mr. Wotre. The quarters are. 

Mr. Lanrarr. And the stoker and the gardener, how are they paid? 

Mr. Wotre. Out of our counterpart funds, or out of the occupation 
costs at the present time. 

Mr. Lantarr. But those services are furnished? 

Mr. Wotre. The stoker and the gardener are furnished. So far 
as the gardener is concerned, we have one group of gardners for the 
entire area, the entire apartment area, and everything else, and part 
of their duties are the areas around the houses as well, what we 
don’t do ourselves, what I don’t do myself, which is quite a bit. 

Mr. Brownson. That is why they need a gymnasium so that the 
people living in the houses will go somewhere else to exercise instead 
of in the gardens. 

Mr. Wotre. On the contrary, the gymnasium was built for Ameri- 
can use of the apartment dwellers, but the ones who live in the houses 
get plenty of exercise in their own gardens. 

Mr. Brownson. I should think they would get quite a bit of exer- 
cise just walking around the hallways. 

Now we come to the cost of the land on the Harris house, No. 2. 
It shows that the cost of the land is $13,800. 

Mr. Woure. Yes. 

Mr. Brownson. The furniture was $21,600 and the construction 
was $87,000; the roads, utilities, and landscaping was $18,650, with 
a total cost of $142,000. 

Now this house was right next door to the other house and still we 
find the landscaping and utilities and so forth runs about the same 
amount of money. You just prorate the figure? 

Mr. Wo.re. We just prorated the total figure of the roads, utilities, 
and landscaping to the three houses. 

Mr. Brownson. House No. 3 is listed as the Boerner house. 

Mr. Wourer. The Director of Public Affairs occupies that house at 
the present time. 

Mr. Brownson. Who is the Director of Public Affairs? 

Mr. Wotre. Mr. Boerner. 

Mr. Hourzman. Have you the price of land of the lots, or per acre 
in that particular area? 

Mr. Wo ure. Eighteen cents a square foot. 

Mr. Brownson. Do you have a photograph of Mr. Boerner’s 
house in the prospectus or the brochure? 
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Mr. Wotre. Yes, he has just been in the house. Mr. Eli Whitney 
Debevois occupied the house the last couple of months, or rather up 
until that time. 

Mr. Brownson. What is Mr. Boerner’s salary? 

Mr. Woutre. About $13,000. 

Mr. Brownson. Is that the same salary as that of Mr. Harris? 

Mr. Woure. No, that is $17,000 as chief of the MSA. I think that 
is applicable to all chiefs of MSA missions. 

Mr. Brownson. The Boerner house is described as follows: En- 
trance to this two-story structure on a 62 by 33 floor plan is through 
a hallway in the front of the house to the left. Access to the second 
floor is through a stairway to the left of the hall. A cloakroom opens 
off the right of the hall providing access to a kitchen and pantry. Off 
the hall, toward the rear of the house, are 2 doors, 1 leading to the 
study from the left and the other into the living room from the right. 
The study, living room, and dining room are 15 feet 5 inches by 16 
feet 5 inches, 21 feet 8 inches by 16 feet 5 inches, and 17 feet 4 inches 
by 16 feet 5 inches, respectively. Off the pantry across an areaway 
toward the right and front of the house are bedrooms for a butler and 
chauffeur and a bath for the use of both. A hallway common to 
these quarters leads into a garage, 25 feet 2 inches by 21 feet 10 inches. 

The second floor hallway is the access to bedrooms, dressing room, 
baths, and balcony in the rear. Off to the right of the hall is the 
entrance to the master bedroom suite, consisting of a dressing room, 
bath, and bedroom. A smaller hallway leads off the main hallways 
and provides access to the guests’ bedroom and children’s bedroom and 
second bath. The rear balcony opens off this small hallway, and the 
balcony is accessible from the master and children’s bedrooms. <A 
small front second-floor balcony opens from the main hall. The 
master bedroom is 16 feet 7 inches by 16 feet 5 inches, the children’s 
16 feet by 16 feet 5 inches, and the guests’ 15 feet 5 inches by 16 feet 
5 inches. 

Is that essentially a correct description of house No. 3? 

Mr. Wore. Yes. 

Mr. Brownson. On this house the land cost was only $11,700. 
The furniture was $20,000. The construction was $71,000, and the 
roads, utilities, and landscaping were $18,650, making a total of 
$121,000. 

Do all of these men that we have mentioned so far have represen- 
tation allowances? 

Mr. Woure. Extensively so. Oh, you said representation. I 
thought you meant responsibility. They do have extensive respon- 
sibility and there is a fair degree of allowances. They all receive 
allowances. 

Mr. Brownson. Representation allowances are in addition to all 
this? 

Mr. Wo tre. Yes, sir. 

Mr. Brownson. What is a representation allowance? 

Mr. Wotre. Well, let us take my own case. That is the best 
example I know of. It varies from the Deputy High Commissioner, 
Mr. Reber, which I think this year is $3,000 and $4,000. Mr. Harris 
is about the same. The next would come to somewhere between the 
political and public affairs, it is myself, and I receive—last year I 
actually received about $1,300 to $1,400. 





280 USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 


If anybody has any thought that the representation allowance re- 
ceived is sufficient to meet the expense, I can give you the best idea 
I know of my own experience. I tried to keep account of it. The 
$1,300 that I have received, roughly that figure did not quite pay the 
salaries of the servants I have. Therefore, the actual expense of the 
salaries of the servants if I am going to do the job, with all the food 
and drink and so forth that went out for representation was out of 
my own pocket, and I think I can safely say that is true to a more or 
less extent with all members of the, well, let us say the five of us, we 
have to put out something above what we are given in the way of 
representation. 

Mr. Brownson. | had the staff figure out at 18 cents a square foot 
of land cost at 43,560 square feet per acre, that comes to about 
$7,840.80 per acre. I think that is the figure. 

Mr. Wo tre. I| think that is right, sir. 

Mr. Brownson. That is land, without roads and buildings? 

Mr. Wotre. Yes, sir, just the land. It is roughly $7,000 per acre, 
yes, sir. 

Mr. Lantarr. In dollars? 

Mr. Wotre. Yes, sir, and that, I would say, was the cheapest land 
in that area and the pricing control authorities approved that price, 
despite the fact that the owner wanted a whole lot more. 

Mr. Brownson. That includes mineral rights, I presume. 

Mr. Wo re. It at least includes the Rhine River water rights. 

Mr. Houtrzman. At those prices there should be some tidelands 
involved. 

Mr. Lantarr. Was this vacant property? 

Mr. Wotre. It was actually an orchard area. 

Mr. Lantarr. An orchard area? 

Mr. Wotre. Yes, sir, it was a farm area and two blocks away, the 
price, if I remember correctly, is 39 or 41 cents a square foot. 

Mr. Lantarr. Two blocks away? 

Mr. Wotre. Yes, sir, from the end of our project going toward the 
Bad-Godesberg area. 

Mr. Lantarr. What type of orchard was it? 

Mr. Wo.re. An apple orchard, not a very good one. 

Mr. Lanrtarr. Fruit-bearing trees? 

Mr. Wotre. Yes, sir. 

Mr. Brownson. According to those figures, then, house No. 1 
would have approximately 1.4 acres; house No. 2, 1.7 acres; house 
No. 3, 1.5 acres; house No. 10, 2.8 acres; and house No. 14, 1.8 acres. 

By the way, I have a note here from the gentlemen of the press, 
who are always vigilant with their pencils, and we figured out those 
cigarettes for the roof raising cost $3.60 a pack. 

Mr. Wotrr. That just cannot possibly be true, sir. They cost 
probably the equivalent of 35 or 40 cents a pack—German price of 
cigarettes. If there is any indication of $3.60 per pack of cigarettes, 
somebody is certainly cockeyed here on the figures. 

Mr. Hourzman. Somebody lost a decimal point there some place. 

Mr. Wotrn. Maybe, sir, but when I start paying $3.60 for a pack 
of ci igarettes for a workman, my head better be examined, because— 
well, I won’t go into that story. 

Mr. Brownson. How many pianos have we got in these five 


houses? 
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Mr. Woutre. How many what, sir? 

\ir. Brownson. Pianos. 

Mr. Woure. In the five houses? 

\ir. Brownson. Yes, sir. 

Mr. Woutre. There are four pianos. 

\[r. Brownson. Four. 

\ir. Woure. There is none in my house. 

\ir. Brownson. To get on the matter of pianos, on page 160 

‘re is listed one piano at 3,450 deutschemarks, and the others 

16,533 deutschemarks. 

\ir. Wotre. What page is that on, sir? 

\lr. Brownson. Page 160. 

Do you see it? 

Mr. Wotre. Oh, ves, sir. Seven pianos; yes, sir—4 pianos in the 4 

uses you are speaking of, 1 in the Ambassador’s residence, 1 in the 

hool and 1 in the theater. 

May I, Mr. Chairman 

Mr. Brownson. Yes, sir. 

Mr. Wotre. Review our thinking on the planning on the houses 
hen they were considered? 

Mr. Brownson. Oh, I would like to go through the five houses first. 

Mr. Woure. Oh, I am sorry. I thought you 

\ir. BrRownson. | think Mr. Lantaff had another question on the 

nd proposition. 

Mr. Lanrarr. I am still concerned about the purchase of productive 
roperty for these houses. I just can’t help but refer back to this 
tatement in the publication by HICOG, when it was said there that 
the city would assume responsibility for moving a small nun ber of 
truck farmers then cultivating sections to suitable farmland near by, 
and further agreed to pay substantial damages for crop losses resulting 
from the move. 

Mr. Wo.re. That’s right, sir. 

Mr. Lantarr. It seems we did the same thing in Bonn as in 
Frankfurt. We took evidently valuable farmland, which was in 
ictual cultivation, and paid the farmers for crop losses. 

Did you do the same thing here in Bonn? 

Mr. Wo.tre. The city paid. In Frankfurt the city owns the land 
on which we constructed. We knew we wouldn’t have a prolonged 
use of this housing in Frankfurt for years and years as we planned. 
So, the city provided the land and it actually is located right near 
the center of Frankfurt. It is right back of the Lugay-Farban Build- 
ng, and there is quite an apartment development back there, but it 
was in cultivation at the time and the city took the responsibility of 
buying it, paying off the truck farmers, and so on. 

Mr. LAnrarr. Now, were crop damages paid to these people? 

Mr. Woure. I don’t know, sir. I don’t know how—— 

Mr. LanTarr. In Bonn? 

Mr. Wours. Oh, you mean in Bonn? 

Mr. Lanvarr. Yes. 

Mr. Wotre. In Bonn, as part of the cost of the land—tet’s see — 
this question has come up and it’s been so long I’ve forgotten a lot 
of this. There was a building on there. We agreed to pay for that. 
It didn’t amount to much. There was a house on it we agreed to buy. 
We're using that now. It’s an old house that our German chief 
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engineer and heating engineer, chief maintenance engineer and 
chief heating engineer live in. 

Crop damages—I don’t recall any, although I would want to check 
the contract explicitly on that. 

Mr. Lantarr. That’s all I have. 

Mr. Brownson. Now, we’re on the Reber house No. 10. 

Mr. Wo re. Mr. Reber’s——— 

Mr. Brownson. This two-story, full-basement structure is built 
on an L-style floor plan, except the vertical line of the L extends 
from the right of the horizontal line rather than the left. The hori- 
zontal floor plan is 2 stories and houses the resident’s living, sleeping, 
and entertaining quarters, while the vertical member is 1 story only 
and houses the kitchen, personnel room, 2 maids’ bedrooms with a 
connecting bath, a driver’s bedroom and bath, and a garage. The two 
floor plans are connected by a breakfast room and pantry. 

The main structure is built on a floor plan 98 feet 7 inches long by 
37 feet wide. On the first floor a veranda 98 feet 7 inches by 14 feet 8 
inches extends along the entire length of the floor plan. Entrance is 
into a study 22 feet 5 inches long. Access to the 37 feet by 20 feet 3- 
inch living room is from the left of the study. Entrance to a dining 
room, 23 feet 9 inches wide, is from the right of the study. From a 
hallway off the study leading toward the rear of the house are two 
cloakrooms, first floor bath, butler’s pantry, and rear stairway. 

The second floor has the master’s suite on the left and includes a 
bedroom 23 feet by 20 feet and a clothes room and bath with a total 
floor space of 20 feet by 10 feet; 2 front bedrooms 14 feet by 16 feet 
and 11 feet 8 inches by 10 feet lead from the second floor rear hall. 
A small hallway makes a bathroom between the two bedrooms ac- 
cessible to both. Another small hallway leading from the main hall 
a access to a fourth bedroom 11 feet 8 inches by 10 feet and a 

yrreakfast room. A front balcony extends along the center bedroom 
and a rear balcony along the second-floor main hall. 

The land cost on this home was $22,000; furniture, $32,800; con- 
struction, $146,000; roads, utilities, and landscaping, $26, 000—a total 
of $227,000. 

Is that essentially correct, Mr. Wolfe? 

Mr. Wo tre. I was just checking the figure of 98 feet 7 inches, sir. 
That’s the length of the house, extends along the entire length. 

The main structure is built on a floor plan 98 feet 7 inches. I am 
just checking that. 

Mr. Brownson. The picture here looks like the house is just 
slightly smaller than the White House. 

Mr. Wo.re. The main structure is 72.6 instead of 98.7, sir, and 
the width is 10% times—that would be 35 feet, roughly. 

Mr. Mountain. May I show this to the committee? 

Mr. Wo tre. Yes, sir. 

Mr. Mounralin. The point is this, gentlemen: Here is the picture, 
98 feet, and this is the main structure. In that connection, I am 
afraid the staff has given information in error. The 98 feet is correct, 
but it is mot the main structure of the house. 

Mr. Brownson. We will accept Mr. Wolfe’s amendment. 

In other words, the house is exactly 98 feet deep? 

We will correct it, Mr. Wolfe. 

Mr. Wotre. Thank you. 
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Mr. Brownson. And show the house is 98 feet deep, but the house 
itself is only approximately 72 feet wide. 

Mr. Wourer. That’s correct, sir. 

Mr. Brownson. Then we come down to the Wolfe residence, 
house No. 14. 

Mr. Wotreg. Yes, sir. 

Mr. Brownson. This residence is on two floor plans after the 
fashion of a T-square. 

Mr. Woure, After what? 

Mr. Brownson. After the fashion of a T-square. 

The main living quarters comprise the horizontal part of the 
T-square and is 2 stories high on a floor plan 46 feet 7 inches by 31 
feet 5 inches. In the back of the house, with the entrance from the 
front hall, is the 27 feet 4 inches by 14 feet 6 inches living room. In 
_ front a doorway leads from the right of the entrance hall into the 

} feet 4 inches by 16 feet 5 inches study. Off the living room, in the 
rear, is the 13 feet 3 inches by 15 feet 9 inches dining room, Off the 
entrance hall to the left is a cloakroom, bath, and office. Off the 
second floor is the master suite consisting of a bedroom 16 feet 8 
inches by 14 feet, approximately, a dressing room 10 feet 6 inches by 
9 feet, approximately, and a bath. Two additional bedrooms and a 
second bath. 

The main structure is joined to the vertical member of the T-square 
by a 1-story, necklike structure on a plan 20 feet by 16 feet 5 inches 
and houses the kitchen, pantry, small dining area, and bath. The 
vertical member houses 2 maids’ bedrooms, a drivers’ bedroom, 2 
baths, an eating room, and a 2-car garage 18 feet by 19 feet 7 inches. 

Is that essentially correct? 

Mr. Wotre. That one I should know; yes, sir. 

Mr. Brownson. The land for that house cost $14,500; the furni- 
ture, $30,500; construction, $84,000; roads, utilities, and landsc aping, 
$23,200— making a total of $153 ,000. 

Mr. Wours. That’s right, sir. 

Mr. Brownson. And will you give us your salary, Mr. Wolfe? 

Mr. Wotrs. Fourteen thousand dollars, sir. 

Mr. Brownson. Oh, yes; we didn’t have Mr. Reber’s salary. 

Mr. Wotrs. Mr. Reber is a career employee. His is the residence 
of the Deputy High Commissioner, and his salary is fourteen three. 
That, of course, is a maximum salary. 

Mr. Brownson., Now, when you were planning these houses, Mr. 
Wolfe, how was it you decided how big to build them and what size 
would be required, and the general scale—— 

Mr. Woure. Thank you, sir. 

Mr. Brownson. Of construction? 

Mr. Woure. Yes, sir. When we decided on these houses, I did 
look around, and I had already visited any number of houses of 
other major powers—the French and the British and Italian— 
the type of residence they either provided by purchase, construction, 
or rent to their equivalent members or personnel of rank of consul 
or minister, 

Mr. Brownson. At that point, Mr. Wolfe, how many similar 
houses would the English have involved? 

Mr. Wore. They have one hundred fifty houses and at least 
one-third of them are better than these five. 
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Mr. Brownson. At least fifty of the British houses in Bonn are 
better than these houses? 

Mr. Wotre. They are near Cologne, sir; yes, sir. 

Mr. Brownson. Are they for the most part requisitioned? 

Mr. Wotre. No, sir; they’ve been constructed out of occupation 
costs. They do occupy some requisitioned quarters. 

Mr. Brownson. How many would the French have that would 
compare with these five houses? 

Mr. Wotrz. Well, the French—in trying to consider the French, 
you must consider that they are all in requisitioned quarters and 
their headquarters is split between Bonn, Koblenz and Bad, and 
Baden. The houses that I have visited of comparable rank—for 
instance, my opposite number in the French is in a requisitioned 
house at least three times the size of the house I am living in. 

Mr. Meaper. Mr. Chairman. 

Mr. Brownson. Mr. Meader. 

Mr. Meraper. As I understand it, these one hundred fifty British 
houses were all acquired through occupation costs? 

Mr. Wotre. That is correct, sir, and four hundred seventeen 
apartments. 

Mr. Meraper. Well, now, those occupation costs are the same ones 
you testified about the other day that are derived indirectly from the 
aid funds that we have provided? 

Mr. Wo.re. They are charged—we provide aid funds for one 
reason and occupation charges against the German Government 
Now, it does so happen that the amount they have paid out in occu- 
pation costs is slightly larger than what we have paid into Germany 
in aid. That is correct. 

Now, the British must start—— 

Mr. Mezaper. In other words, indirectly the British housing—the 
one hundred fifty houses and the apartments—is paid for by the 
American taxpayer? 

Mr. Wotre. That is one way of looking at it, sir. 

Mr. Meaper. But we couldn’t provide this housing out of our 
occupation cost, could we? 

Mr. Woure. We could have; yes, sir. We could have built this 
out of occupation cost, but in my judgment I didn’t see any point in 
constructing it out of occupation costs, then turning around, as the 
British are doing now, and trying to work out some lease agreement 
and pay high rentals from now until kingdom come out of good dollar 
appropriations—and that’s what they are doing. They are trying 
to negotiate leases right now for these houses and apartments, and 
the prices are going to be terrific. 

Mr. Brownson. Let’s clear one point there: If the houses—the 
one hundred fifty houses which the British are using, fifty of which 
are grander in scale than these houses we have been discussing—were 
built of occupation costs, do they still have to pay rent for those 
houses? 

Mr. Wours. Absolutely, beginning the ist of October, 1953, 
assuming the contracts are ratified. 

Mr. Brownson. But they haven’t paid any rent up to the present 
time? 

Mr. Wotre. No, sir. Well, they baven’t paid any rent. They 
have paid out the maintenance and operation out of occupation 
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st. Now, we are paying the operation and maintenance of our 

jects now out of occupation costs; yes, sir. 

Vir. Meaper. And will the British pay the rent they are paying 

| these houses constructed from occupation funds also out of occu- 

tion funds? 

Mir. Woure. Oh, no, sir; after October 1 they have to pay for 

| - 

Merapver. They will have to pay those out of appropriations 

m ae British treasury after October 1st? 

\ir. Wore. Absolutely. Absolutely, sir. 

\ir. BRownson. Would you make a prediction their scale of 

ising may change by October Ist? 

\lr. Wore. No, sir; | would not, and I don’t think it will because 

also looked over some of the properties that other major powers 
ipy in Paris and London, and they pay rent hy or own, and | 
ld say that’s pretty conservative on the basis of property pro- 
a. 

Now, let’s don’t make any mistake-—Wolfe can’t afford a $150,000 
house if he comes back here to the States, but neither when I come 

k to the States do I represent anything but Glenn G. Wolfe. 
Over there—you gentlemen have been there—we’ve got a daily job, 

every night 

Brownson. I think the committee appreciates very definitely 

representation problems that do arise in an area of that type 

\ir. Woure. In fact 

\[r. Brownson. I am very interested in getting these comparative 
‘estimates with the British and French living standards for the equiva- 
ent of people in their position. 

\ir. Woure. In fact, I have often been sorry we, in effect, had to 
move into the house because it’s costing me a whole lot more money 
han I would have had to pay out had I been able to be in an apart- 
ment. My bank balance well shows that. 

Now, there’s one other criteria I used. If you take away the 
consideration of the roads and the utilities and landscaping that we 
lad to do—deduct that—the other criteria we used was roughly what 
houses we have purchased for men of similar rank for the United 
States in, well, Paris as an example. I think you have to take into 
onsideration the different conditions. In Paris we bought a piece of 
property. We rehabilitated it. Im Bonn we built new property, 
furnished it new. I think if you take that one thing into consideration, 
take the roads, landscaping out, consider it separately, we are fairly 
comparable, although I would have to dig down deep into the figures. 

Mr. Mraper. Mr. Wolfe, I was interested in this matter of starting 
to pay rent on October Ist. 

v3 Wotre. Yes, sir. 

. Meaver. Does that explain why these foreign powers are 
interested in ac quiring this property we built? 

ae said it was in great demand by these foreign powers. 

Wore. On the part of the British and the French that would 
be sie! but not on the part of the other powers. For instance, the 
Italian consul and his wife and two children have been living in a 
third-rate hotel for 7 months, and he has come to me and pleaded 
with me—“My God, let me have an apartment. I will pay $500 a 


— 
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month for it. Just let me have an apartment.”’ I am in no position 
yet to help him, but I hope we can. 

But that applies: —your question, sir, applies—to the British and 
French; yes, sir. 

There is one other point involved, you see, that is a very difficult 
one. It is going to be an extremely ‘difficult one for us to meet on 
October 1 at every place but Bonn, and that is the fact you have 
got to conclude a lease with the owner of the property; and if the 
owner doesn’t want to rent, you still have to get out of it on the Ist 
of October, assuming contract ratification. That’s in the contract, 
and we must either conclude a personal lease of get out. 

The British, as an example, have come to us in desperation to rent 
some apartments because the owners of the property, requisitioned 
property, refuse to rent at any price. So, they have some families 
living right around Bonn that they want to try to rent for. 

While we are on the subject, there’s been quite a bit said about the 
small embassy the British are building. They’ve also come to me and 
asked —in addition to the people that live out at Cologne, will I rent 
them enough office space for 300 people, because their embassy that 
is to be completed the Ist of August jut isn’t large enough to take care 
of the staff which, incidentally, is far in excess of our staff in Bonn. 

Mr. Brownson. Mr. Wolfe, at the present time we have more 
people in every city in Germany in which we are represented on a 
consular basis than we had in all of Germany before 1939. 

Mr. Wore. That is correct, sir. 

Mr. Brownson. You have pointed out a comparable experience 
on the part of the British. Do you think this thing is ever going to 
cut back down to where our overall overseas personnel is going to 
get in line with prewar, or at least not over double prewar standards? 

Mr. Wotre. Mr. Brownson, I can go back to some figures, but 
certainly if we are going to heap upon ourselves responsibilities and 
functions not performed before the war, then we are certainly going 
to have to have the people to take care ‘of them. 

Now, we have cut functions and people as rapidly as we could. 
In fact, I am in a heated debate right now, when I came back home 
here, about a further reduction, because every one of them has 
proved to my satisfaction—the paper I was showing you this morn- 
ing—that unless we take away the functions, we can’t go much lower 
in the number of people carried out. 

Now, you take the consular function, one function I doubt ever 
crosses the public’s mind. We have X hundred thousand soldiers in 
Germany, and X tens of thousands of dependents. That in itself 
creates a terrific load on our consuls—passports, adoptions, marriages, 
investigations on marriages, deaths—all of that enormous consular 
function that we never had before the war. Why, you did not have 
this terrific volume of Americans—troops, I am talking about, and 
dependents—in Germany. 

Now, we may have had an immigration quota of 25,000 before the 
war, but if you will recall, there just was not anybody immigrating 
to the United States from 1933 on from Germany. So, therefore, the 
quota was not being used. 

Now that quota is being used, and when vou have 25,000 immigra- 
tion quotas a year, you have a terrific consular load. You have 
another problem we had just before I left. We are receiving—we 
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had to centralize it in one place—25,000 requests a year from our 
consular posts at other parts of the world, Australia, Canada, Brazil, 
Argentina, and so on, from people who had emigrated from Germany, 
we will say, to Canada, that now want to come into the States. So 
the consul in Canada writes and wants a complete investigation on this 
individual, complete background statement, and all that. 

Yes, sir, we are going to cut down when we cut down the load. I 

hink we have proved since we took over in 1949 that we have cut 
and cut the devil out of the place as fast as we could cut out the func- 
tions, and we have anticipated—the best example I know of—the rati- 
fication of agreements last May and on the Ist of April—no, the Ist of 
\larch. We gave notices to people of very heavy reduction. Our 
whole law commissioner’s office, the whole project there, we abolished, 
rambling on the fact the contracts would be signed. Fortunately, 
they were. If they had not been signed, I would probably be up here 
before an investigating committee today being queried as to why we 
let all of our strength and authority go when the contracts were not 
signed. Fortunately we gambled right. 

Mr. Brownson. How much actual entertainment and representa- 

mn is done below the rank of Ambassador and High Commissioner? 

Mr. Wore. There is quite a bit of it, sir, and particuarly so in Ger- 
nany today, and I will say there that it will remain so for quite a long 
period of time to come. But I would say, I think I can speak to this 
with some authority, because I allocated the representation allowances, 
and let me tell you, to get a dollar representation allowance out of me 
s a little difficult job—you have to prove it—and I would say it ex- 
tends down through what we call branch chiefs. In other words, you 
have an office director, director of political affairs. You have a 
division chief. We will say he is the civil aviation chief, and the next 
lower echelon at the present time. Now, that will not extend. That 
will be cut down. We have cut it down. We have cut it down con- 
siderably. 

Mr. Brownson. The civil aviation chief, that is the German civil 
aviation you are talking about? 

Mr. Wo re. No, sir; we are running the airports in Germany. 

Mr. Brownson. I mean, that is the function which is being per- 
formed by the Urited States now, which after the contract is signed 

Mr. Wo re. Ratified. 

Mr. Brownson. Will be taken over by the German Government. 

Mr. Wours. After they are ratified. In fact, we are toiling right 
now to get rid of some of these before ratification. 

Mr. Brownson. How many people that do not live in the Am- 
bassador’s house or these five houses engage in actual entertainment 
and representation? 

Mr. Woure. Conservatively speaking, 150. 

Mr. Brownson. With what? Could you get down to the bottom 
of the pile, it is not very frequently, is it? 

Mr. Worse. Oh, no—well, it is as frequent as an individual can 
afford, because it gets down to that point. A man may get $15 or 
$20 a month or the equivalent in deutschemarks, 30. We have a lot 
to spread over a long distance, and he will use that, and what he feels 
he has to do in order to carry out his job—it is the same way with me. 
If I stopped when $1,200 ran out, then I would not be doing my job. 

Mr. Brownson. Is all that entertainment done in the home, or is 
some of it done in hotels? 
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Mr. Wotre. I would say 90 percent of it is done in the homes, 95 
percent, except lunches. 

Mr. Brownson. Is that hotel in Bad Godesberg a United States 
property? 

Mr. Wore. No, sir; it is requisition-owned property at the present 
time, completely self-supporting except the rent and utilities. We 
figure that is justified because people coming in on permanent transfer 
stay there at no charge until maybe 5 or 6 days, until they get into the 
apartment, thus saving temporary lodging allowances. 

Mr. Brownson. We are talking about entertainment down to the 
clerical level, and these people living in the apartments, the $3,000 
or $3,500-level salary, they do not have to entertain, do they? 

Mr. Wourr. No, sir; no, sir. They do a lot of it, but no more 
they get in the habit of entertaining, but they do not do it altogether 
for the representation purposes. 

Mr. Brownson. They do not do it on the basis that would justify 
additional sized quarters, in other words, for entertaining? 

Mr. Wotre. No, sir. 

Mr. Brownson. I thought the point had been developed in the 
Miller subcommittee. 

Mr. Woxre. No; | do not think at that level, sir. I think in the 
Miller subcommittee we probably misinterpreted some of it. At 
the consulate level there are junior officers, for instance, a foreign 
service officer, class 6. He is just beginning in the service, and his 
salary is about $4,000, $4,200 a year, and he does do extensive enter- 
taining. He is getting started. He is working at this business of 
contact very, very hard. 

Mr. Brownson. Both in the department and with foreigners? 

Mr. Wotre. Both what, sir? 

Mr. Brownson. Both interdepartmental contacts and with foreign 
nationals? 

Mr. Wore. Well, we do have quite a bit of American entertaining 
and more or less required, which we cannot put on representational 
allowances; yes, sir. 

Mr. Brownson. I have been reading this Uncle Sugar series of 
Seripps-Howard which I found very good, and I also notice in this 
most recent Reader’s Digest that just came this morning, Our Billion- 
Dollar Bureaucracy Overseas, by Holman Harvey. 

He makes the point [reading]: 

Foreigners employed in our overseas offices are on a very different basis. A 
French stenographer in MSA headquarters in Paris earns $1,760 a year, paid in 
franes, with no cost-of-living or housing allowance. 

Mr. Wotre. Certainly. 

Mr. Brownson (reading): 

In London English secretaries work in our offices for $25 a week, next to Amer- 
ican secretaries paid 4 to 5 times as much. 

Mr. Wore. Certainly. 

Mr. Brownson (reading): 

One commented recently: 

“The American girls and I are friends—but we never meet after office hours. 
I can’t invite them to my home. What I could offer them from my meager 


rations would seem shabby hospitality. In their apartments they serve deli- 
cacies and cocktails. I cannot.” 


This situation, duplicated all over the world, can hardly fail to create resentment. 
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| was just wishing to make the point there that this representation 
voes down to a level, and after that it gets to be largely a personal 

roblem. 

Mr. Woure. Representation, as we know it, but 1 do know—I have 
ittended dozens of parties by the junior staff, and invariably I have 

vund part of the German staff there as well. 

Now, we are speaking of the Uncle Sugar article, and with your 

ermission, sir, I would like to insert in the record my answer to Mr. 

H. Shackford’s completely unfair article. 

Mr. Brownson. I ask unanimous consent at this point that the 
Shackford article may be inserted, and that the reply to Mr. Shackford 
nay be inserted. 

Mr. Wotre. Thank you very much. 

(The article by Mr. Shackford and the reply above referred to 
marked ‘Exhibits 42 and 43,” are as follows:) 


Exnipir 42 
UNCLE SUGAR ABROAD—NO. 1 


(By R. H. Shackford, Scripps-Howard staff writer) 


Bonn, GERMANY. January— Want an American job: 

Where rent is free and housing is in a fancy, new $13 million development 
irnished by Uncle Sam down to the last iced-tea spoon? 

Where gasoline is only 15 cents a gallon, cigarettes are 10 cents a pack, the best 
rands of whisky are about $3 a bottle, and a 4-course dinner at a swank club is 
nly $1.80? 

Where you don’t have to learn the language or have much contact with the 
iatives, unless you want to? 

Where ecuntry club facilities are built by the State Department—$373,000 glass 

closed swimming pool, bowling alleys, and gymnasium; $142,000 night club 
restaurant with fancy bars and dancing nightly? And you can get a year’s 
membership for your whole family for $15? 

Where even free buses take you to and from work? 

Sounds fantastic? Well, come and get it. That’s what the near 1,000 American 
nplovees of the State Department get here 

Officially, it’s called the American community. It even has its own consti- 
it1on. 

It's a little village all its own—completely self-contained and almost sealed off 

from the local German communities. Some even call it the Golden Ghetto. 

In theory, attempts are being made to “promote friendly relations’’ with the 
rreater Bonn community. But is isn’t working out that way. Americans repre- 

iting the United States Government here have little day-to-day contact 
vith Germans, except those employed by the High Commission and their 

domestic servants. 

The Americans live together, work together, and play together—so much so 

iat even they are getting fed up with the arrangement. 

“On ly the wealthiest Germans have a stand ard of living like that in the American 
community. Consequently, even when ‘‘barriers’’ to the club are lowered few 
Germans can take advantage of it. 

Most Americans living in this country club never had it so good at home. The 
justification for it all is to compensate for the higher cost of living abroad. That 
is necessary in some capitals such as Paris and London. But here in Germany 
the cost of living is a lot lower than in Washington and New York. 

And the more we spend the bigger the wall we build between ourselves and the 
local people. We don’t make friends abroad by setting up our people in the 
Hollywood movie version. In fact we arouse resentment. 

The boondoggling use of Government money also is part of this problem. 

One of the biggest American setups in Germany is the Public Affairs Division 
propaganda, press, and radio information, etc. It has in Bonn and Berlin alone 
not counting Bremen, Dusseldorf, Frankfort, Hamburg, Munich, and Stuttgart 
160 American employees and 1,882 German employees. Many of the Americans 
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don’t know enough German to read the local papers. Yet, the tiny British 
information setup is more efficient, and more effective. 

Here’s an outstanding example of how the Americans—with nearly 8,000 
civilian employees in Germany and lots of Government money—succeed in 
losing friends and making us look ridiculous: 

Former Education Branch Chief Dr. John Riedl ordered a history book for 
German schools without ever seeing the manuscript. It cost $47,600. The 
author, Arno Peters, a German, turned out a pro-Communist, anti-Catholic 
book. Naturally, there was hell to pay. Ambassador Walter J. Donnelly, who 
inherited this mess, couldn’t find one person in his vast organization who had 
read—or would admit having read—the proofs before the book was distributed. 

Another such incident was the financing of a German partisan outfit by our 
military intelligence people to fight the Russians behind the lines in case of war. 
That was sound military plansing. But it caused untold damage to American 
prestige in Germany. It seems the partisan group drafted a list of the most 
prominent liberal and socialist Germans to be “‘liquidated”’ in case of war. On 
the list were most of the Germans who survived Nazi persecution in concentratlon 
camps or exile. 

It would be unfair to say that all American employes here merely lounge in the 
“country club” atmosphere or that all projects are boondoggles. But the atmos- 
phere and surroundings in a place like this give greater encouragement to the 
plavboys and boondogglers than to the conscientious employees. 

The ‘‘club house’’ in Bonn looks like something right out of Hollywood. Run- 
ning expenses are supposed to be covered by ‘‘members.”’ But the Government 
built and furnished it, and the dollars weren’t spared. 

The huge reception room leads to a futuristic bar and restaurant where an 
orchestra plays nightly for dancing. ‘‘Members”’ get a 10 percent reduction on 
meal and bar checks. Even so, prices are low—martinis, for example, are 30 
cents. 

Downstairs there is a second bar—where tired State Department employees, 
just in from a set of tennis, can catch a quick one before changing clothes. 

The contrast with the British is startling. They’re building a new embassy 
here but it is only one-tenth the size of the huge American office building. There 
will be no elaborate housing or country club facilities for the British civil servants. 
They have to pay such expenses themselves. Anyway, the British place far more 
emphasis upon getting their people to mingle with the local community. 

It takes a lot of money to create the kind of establishment we have at Bonn. 
Seeing this, the Europeans are inclined to say: 

““Why shouldn’t the Americans spend more of their money on us?” 





EXHIBIT 43 


Lerrer From GLENN G. WoLre To Roianp H. SHackrorp Datep FEBRUARY 
10, 1953 


Orricr OF THE Executive DrrecTor, 
Bonn, Germany, February 10, 19538. 
Personal. 
Mr. Rotanp H. SHAcKForRD, 
Scripps-Howard Business Office, 
New York, N. Y. 

Dear Mr. Suackrorp: Your article which appeared in Scripps-Howard 
papers on January 12, 1953, headed ‘“‘Uncle Sugar Abroad No. 1,” reflects so 
harshly (and perhaps unintentionally) against those of us responsible for the 
construction program in Germany, that I feel we should report our side of the 
picture. My feeling is further borne out by letters and comments we have received 
from individuals who are thoroughly familiar with our program here. 

I am sorry that neither I nor any member of my staff saw you when you were 
here, because if you had received a complete picture your story might have been 
different. This letter is intended to fill in the facts which apparently you were 
not given during your visit. 

We recently compiled a detailed report on the construction program in the 
Bonn area. This report is quite lengthy but gives details of the reasoning; plan- 
ning, decisions, as well as the buildings constructed, inspections, payments, 
auditor’s reports, architectural plans, pictures, etc. I am attaching to this 
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letter, as annex A, a summary giving the essential figures contained in the report 
which I have mentioned. I hope that you will look through this and I will be 
very glad, of course, to give you the complete statistical report if you wish to 
have @ copy. 

I am not suggesting or requesting that my side of this controversy be published. 
My sole interest is to place before you the facts and figures that apparently you 
did not receive while in Bonn or that space requirements did not permit you to 
publish. Let me add that I am certain that there was no intent on your part or 
the part of the Scripps-Howard Syndicate to make a biased report. 

I would like now to supplement your published statements with additional or 
corrected facts which, I am sure, you will consider pertinent. 

Let me first quote your statements and then add certain figures which, I am 
sure, you will be interested to know in order to get a proper perspective. 


“Where rent is free and housing is in a fancy, new $12 million development 
furnished by Uncle Sam down to the last iced-tea spoon.”’ 


Superficially this statement is correct. However, you did not report that the 
entire cost of the Bonn construction program (except for $1,720) was met not 
from dollars but entirely from counterpart deutschemarks (see Annex A). 
You were correct in saying that the apartments are furnished; but you did not 
report that if the United States Government had shipped the personal effects of 
its employees from the United States to Germany at Government expense after 
the State Department took over from military government in 1949, the cost of 
these shipments would have been a tremendous dollar expense to the American 
taxpayer. Employees of the United States Government (all agencies) serving 
abroad are reimbursed for shipments of their personal effects to posts abroad and 
in addition they are given a dollar allowance for the rent of living quarters. (In 
case of military this allowance is not limited to “‘serving abroad.’’) United States 
State Department employees in Germany receive no such living allowance be- 
cause Government quarters are furnished to them. 


“Where gasoline is only 15 cents a gallon, cigarettes are 10 cents a pack, 
the best brands of whisky are about $3 a bottle, and a 4-course dinner at a 
swank club is only $1.80.” 


Your statement is factually correct, but you infer that such a situation exists 
only in Germany. The same treatment is accorded to all personnel (military and 
civilian) of the United States Government serving abroad. The reason, of course, 
is obvious: United States excise taxes are not required on these items if they 
are sold outside the continental limits of the United States and under reciprocity 
agreements no duty is charged by the country into which they are imported. 

As you undoubtedly know, representatives of the American press who are 
regularly stationed in Germany for a period of more than 18 calendar months, 
are not required to pay United States income tax. Every United States Govern- 
ment employee, no matter where he is stationed or for how long pays the full 
United States Government tax on his salary. 


‘“‘Where you don’t have to learn the language or have much contact with 
the natives unless you want to.” 


With few exceptions no United States Foreign Service employee is required to 
speak the language of the country in which he is stationed unless that is essential 
to his work. Many of the American newspaper correspondents in Germany rely 
upon bilingual local employees to overcome their lack of acquantaince with the 
German language. (Similarly in HICOG, I think, you will find that most of 
those officials who deal regularly with Germans have an adequate command of 
the language. Others, whose work requires contact only with fellow Americans 
don’t speak German.) I think it is significant, however, that during the past 2 
years we have had an average of 555 (headquarters and field) employees and 
dependents of employees attending German language classes every working 
day. It is true that a HICOG employee is not forced to learn German, but the 
language school’s figures indicate that the Americans here want to learn the lan- 
guage in order to facilitate their work. 


‘“‘Where country club facilities are built by the State Department—$373,000 
glass-enclosed swimming pool, bowling alleys and gymnasium, $142,000 night- 
club restaurant with fancy bars and dancing nightly? And you can get a 
year’s membership for your whole family for $15.” 
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This statement, again, is superficially correct, but you omitted the following 
facts which, it seems to me, are essential to a balanced judgment: 

(1) Construction of the recreation center was paid for with counterpart 
deutschemarks and not dollars. 

(2) You infer that the year’s membership of $15 covers all expenses. This is 
not accurate, since it merely permits the members and their family to use the 
swimming pool, gymnasium, tennis courts, and so forth, without additional extra 
charge. Members or nonmembers, however, must, of course, pay for the use of 
the bowling alleys, and for the restaurant, bar, and other facilities of the club. 

(3) You also omitted to report that 43.5 percent of the current 706 members of 
the Plittersdorf Recreation Center are not Americans. A part of these non- 
Americans are German and others are citizens of foreign countries with diplomati 
representation in Born, Your story was accompanied by a picture of the New 
Year's Eve party held at the Plittensdorf Center. But you did not report that 
one-third of those attending this party were non-American members. 


‘‘Where even free buses take you to and from work?” 


Under a limited arrangement with local transport companies HICOG employees 
were transported by bus without fare while an arrangement was worked out for 
the necessary charges to be determined. This has now been done, and HICOG 
employees are charged transportation fees, which are in accordance with fares 
charged to civilians by the local transportation companies. 


“Sounds fantastic? Well, come and get it. That’s what the near 1,000 
American employees of the State Department get here.” 


To be exact, the number of State Department employees residing in the Bonn 
area as of the date of your article was 557 and will continue to be reduced as our 
functions decline. If you are speaking of total Embassy and consulates general 
employees throughout Germany, your figure is more nearly correct. 


“Officially, it’s called ‘The American Community’. It even has its own 
constitution.” 


Your inference is not in accordance with the purposes and functions of the 
community. Article I of the community constitution is quoted below: 


“ARTICLE I, PURPOSE AND FUNCTION 


“The purpose of the organization is to deal with those matters arising in the 
community which may best be solved by organized planning and action. Thess 
include matters relating to community activities, to the promotion of friendly) 
relations with the members of the larger community of which the American 
community is a part, and to the use of community facilities.”’ 


“Tt’s a little village all its own—completely self-contained and almost 
sealed off from the local German communities. Some even call it the ‘Golden 
Ghetto’.”’ 


The hundreds of Germans visiting this community and families within the 
community would certainly not agree. 

| have mentioned above that a large percentage of the membership of the 
Plittersdorf club are Germans. Most American Foreign Service employees have 
elose relationship with German families, patronize German shops and mix freely 
with the local populace. 

In a town the size of Bad Godesberg, with its postwar housing difficulties, it 
would have been a physical impossibility to obtain individual parcels of land for 
the construction of houses for United States employees, thus dispersing them 
throughout the community. In the interest of keeping the acquisition of land 
and the construction costs to a Minimum, sufficient land was obtained in a then 
undeveloped area between the towns of Bad Godesberg and Bonn upon which to 
construct all the necessary units, 

Obviously, the savings in the future to the United States Government will be 
substantial when one considers the low cost of maintenance necessary for one large 
community development versus individual housing, with resultant individual high 
utility costs such as heating, light, water, and so forth. 

It is estimated that the net savings per annum in quarters allowances to the 
United States Government is $654,350, or that amount could be applied to Deutsch- 
mark amortization. 
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“In theory, attempts are being made to promote friendly relations with 
the greater Bonn community. Butitisn’t working out that way. Americans 
representing the United States Government here have little day-to-day con- 
tact with Germans, except those employed by the High Commission and 
their domestic servants. The Americans live together, work together, and 
play together—so much so that even they are getting fed up with the arrange- 
ment. Only the wealthiest Germans have a standard of living like that in 
‘The American Community’. Consequently, even when barriers to the club 
are lowered, few Germans can take advantage of it. Most Americans living 
in this ‘country club’ never had it so good at home. The justification for it 
all is to compensate for the higher cost of living abroad. That is necessary 
in some capitals such as Paris and London. But here in Germany the cost 
of living is a lot lower than in Washington and New York.” 


You did not say that 56.2 percent of the members enjoying the recreational 
are Americans and 43.5 percent are non-Americans. All of them enjoy 
same membership privileges, particularly that of being able to bring their 
ruests with them to utilize the facilities. 
ou are wrong when you say it is not working. There is proportionately 
contact with Germans and other non-Americans outside office hours in 
and at more employment levels than any place I have ever experienced 
e time spent in visiting around the area will prove this point 
did not say that eight of our shops are German operated under German 


j 
and are open to anybody. Only the ary and the sales store are 


ft } ‘ , . . 
f the import duty restrictions and for 


1 to American employees because « 
reason only. 

did not mention the participation of Germans in our recreation, church 
orts areas. In the latter field, as only one good example, the tennis players 


our facilities are made up of 8 nationalities and the top 2 men on the tennis 
irnament list are Germans 
You did not mention that our cafeteria and restaurant are used jointly b 
ermans and American employees and, further, you did not mention that thi 
he first and perhaps still the only American operated installation open to 
rmans since the end of the war. 
You did not mention our joint American and German ‘“‘little theater group. 
You did not mention all the work that has gone successfully into creating good- 
ill and friendship. 
lo my knowledge no one has ever tried to justify this construction on the basis 
higher cost of living in Germany. To the contrary, our reports show a lower 
of living. 


“The clubhouse in Bonn looks like something right out of Hollywood. 
Running expenses are supposed to be covered by ‘members.’ But the 
Government built and furnished it, and the dollars weren’t spared,”’ 


[ would not, and I’m sure many others would not, agree that the elub house is 

pretentious as you infer, but all are entitled to an opinion. 

[ am sure a lot is read into your statement: ‘“‘Expenses are supposed to be cov- 
red by ‘members’.’”? Had I seen you I would have been happy to show you audit 
eports wherein not only are all operating and maintenance expenses borne by the 
mmunity, but as of the end of November (last audit report) over $50,000 of the 
mmunity fund had been set aside either for amortization or to maintain the 
iildings constructed and equipped from counterpart funds in a “like new con- 
tion.” This fund will continue to grow each month. 

Last, but not least, 1 am surprised at your statement that ‘‘the contrast with 

British is startling.’”’ Apparently your time did not permit you to visit the 
vahn-Cologne areas where the British have constructed in concentrated areas 

150 houses and 300 apartments. The British have also constructed for 
eir recreation a theater, tennis courts, a cricket field, commissary, department 
re, a chapel and a school. 

it is true that the British are also constructing a new Embassy building in Bonn 
hich admittedly is not as large as the one in which HICOG is housed. However 

» their new Embassy is not so large thay have asked HICOG to rent them 
ficient space to house 300 of their Embassy officials in HICOG headquarters 
addition to the number remaining at Wahn, their present headquarters area. 
sa matter of fact, the British High Commission staff is and has continuously 

n numerically larger than the American staff e the occupation began, and 

is still true today. 


c 





294 USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 


Again, I would like to commend to your reading very carefully the attached 
simmary of our overall report. In the event you want further details I will be 
very happy to send the complete report to you. 

For German reaction to the construction program in Bonn, I am attaching, 
as annex B, an article taken from the monthly publication Information Bulletin. 

Many of us have diligently worked at the job of keeping United States expenses 
at a minimum commensurate with the responsibilities heaped upon our ‘Govern- 
ment as a result of this last war. The best example I know of is to say that when 
the State Department took over in Germany in the summer of 1949, OMGUS was 
employing 2,600 Americans and 23,000 Germans, and the present strength is 
1,100,000 American and 6,300 Germans. Our plans are completed for further and 
continuing reductions as functions are dropped and contractual agreements be- 
come a reality through ratification. 

I appreciate the time it will take for you to read this letter and attached ma- 
terial. I hope you will do so. Again, let me say my primary interest is factual 
and objective reporting, as I am sure is the principal interest of the Scripps- 
Howard papers. If again you are in Germany during my tenure here, I hope you 
will stop in and let’s review these facts together. 

Sincerely, 
GLENN G. WoLrFE, 
Executive Director, 


Mr. Meaper. Mr. Wolfe, I believe I heard you correctly to say 
you approved these representation allowances for the High Com- 
missioner. 

Mr. Woure. Yes, sir, and I wish I did not have to do it. 

Mr. Meaper. Could you tell us offhand, or if not, later, the figures 
as to what that would amount to monthly or over the course of the 
years? 

Mr. Wo rr. Yes, sir. 

Mr. Meaper. For all representation allowances. 

Mr. Wo tre. $20,000 representation, but we do use deutschemarks 
for it as well, and I could supply those figures. 

Mr. Meaper. Out of the same GARIOA account? 

Mr. Wo trFe. Yes, sir. 

Mr. Meaper. $20,000 is the 

Mr. Wo tre. Is overall. 

Mr. Meaper. For what, the year? 

Mr. Wo tre. Yes, sir. 

Mr. Meaper. That is the dollar appropriation that you can use? 

Mr. Wo re. That is right. 

Mr. Meaper. In addition to that what would your deutschemark 
consumption be for this purpose? ' 

Mr. Wo re. It is about, if I remember correctly, sir, and this can- 
not be too far wrong, about $30,000, the equivalent of about $30,000. 
In other words, $50,000 a year spread over the entire organization, 
from the Ambassador down. 

Mr. Meaper. And you said, I believe, only about 150 people alto- 
gether shared in this representation allowance. 

Mr. Wotre. Roughly that; yes, sir. It may be more or less. I 
think it is around that, because I could not give you exact figures 
without consulting my records, because, for instance, on political 
affairs we make the allocation directly to the director of political 
affairs, and he dishes it out to all subordinate interests, and we would 
have to count them all, count them all up. 

Mr. Meaper. Mr. Chairman, I would like to have the accurate 
figures in the record. 
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Mr. Wotre. Right, sir. 

Mr. Brownson. Without objection, it is so ordered. 

(‘The figures furnished by Mr. Wolfe marked “Exhibit 44” follow:) 
Exursit 44 


Representation allowances for American Representation in Germany ! 


| | 
| 
| GOA dollars 


Dollar Number 
equivalent of Total partici- 
deutschemark pating 


S. and E. 
dollars 


cal year | 
O51 20, 000 11, 600 100, 714 142, 314 1 250 
1952 20, 000 11, 600 93, 947 125, 547 1 235 


1953 20, 000 | 15, 000 50, 000 85, 000 90 


In 1951 and 1952 the number p wticipating in representatio1 allowances inchides the United States 
residence officers st :tio 1ed in the cities and counties of the United States Zone to serve as local re»oresenta- 
ves of the occunation. Funds s ‘ent by these officers were charged to deutschemark expenses. These 156 
yifices were elimiiated d riig 1952 aid the re nai iing fu ictioas were trans‘erred to the consulates. The 
number participating reflects the o licers to w .om allotments for re presentation funds are made. Certain 
these officers are authorized to approve representation expenses for members of their staff. 


Mr. Brownson. Mr. Wolfe, when you are building five houses 
like this, who decides that this house is going to cost $186,000 or 
$215,000? Did you just arrive at a certain square footage and then 
have plans drawn to develop the square footage, or how is that done? 

Mr. Woure. Well, first, actually, it was done on the basis, as I say, 
of comparison, and we sort of threw out the other places because we 

uld never put anything hke that up. Then you decide this is the 
way I did it. I do not know whether it is the right way or not, but 
this is the way I did it: What do you need in the, what we call, 
entertaining area of the house? Namely, the living area; the living 
space, and the dining room space. 

All right, then you need a living room, and we decided to break it 
into a study. Now, why do we do that? This is my thinking: We 
could have made one big living room. I do not know, my wife and I 
sort of enjoy a little home as well, and we do not want to sit in a 
creat big living room, off in one corner of it. 

So that study is our living room, you might say. It is all opened up, 
wide open, with the big living room when we entertain. 

Then your next consideration, bow much for the dining room? 
What is the minimum number of people that you want to serve at a 
dinner? What is the minimum you can stand? 

Well, we put in here a minimum of ten. Now, that varies. In 
the Deputy High Commissioner’s house it should be much larger. 
He should be in a position to have 20. 

Mr. Meaprer. You mean minimum or maximum? 

Mr. Wo.tre. Minimum, sir. Well, it is a maximum as well. In 
other words, you design the living room where you can have at least 
10 people. In our case here that was it. It was designed on the 
basis of 10. 

In my house, as an example, 10 people. If you have a dining room 
where you can only seat six, there go your expenses up. 

So we say 10 is the figure. We design a dining room to seat 10, 

Now, there is another thing. In an MSA mission house that 
figure was set at 14, I believe. The same way in the Political Affairs, 
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because they bring more people in at one time. In my particular 
case in my job it is a fewer number of people more frequently. In the 
other house we also decided on 10. 

Now, you start off with that basis. Then, you see, how can we 
open up this area, for instance, if you have a larger reception? 

Well, in my particular case, if it is in the summertime, you can open 
the door, and there is the covered terrace. You do not have to worry 
about it raining, unless it is really a downpour. You decide to ex- 
pand into that kind of an area. 

Now, as far as the upstairs is concerned, that is just plain living 
space, and for the individuals occupying the house and the guests that 
are there. 

In my particular case official guests have been residing in my house 
on the average of 2 nights a week since last June. 

Mr. Brownson. What control, Mr. Wolfe, do you keep over the 
deutschemark entertainment costs? 

Mr. Wotrer. The same as the dollars, sir. 

Mr. Brownson. The same as the dollars? 

Mr. Wo tre. Same as the dollars, sir. 

Mr. Brownson. And you approve those costs? 

Mr. Wourer. Yes, sir, | have a committee of the office directors 
that first get in a conference and fight it out, and then I act as referee 
and allocate the funds. 

Mr. Brownson. This furniture that went into these five houses 
and the Ambassador’s house was purchased entirely in England, or 
was some of it in France? 

Mr. Wotre. No, entirely in England, sir. 

Mr. Brownson. Entirely in England. Who actually selected the 
furniture? Who did the decorating? 

Mr. Woxre. Well, in that case, we decided that the Bankdeutcher 
Laender would let us have the exchange, principally because of the 
KPU surplus at that time; we went to this company, and they made 
drawings, colored drawings, and showed samples, and they brought 
them over, and I got up a group of the women together and put them 
down with the drawings and said, “‘ Now, go to work. Come out with 
your recommendations and your ideas.” 

Final selection was my responsibility, and I did it on the advice of 
the interior decorators of the company and the women who wer: 
qualified in that field. 

Mr. Brownson. | think you are certainly to be commended for 
your courage and daring in making the final decision after letting that 
many women loose on the project. 

Mr. Woure. Well, I had to be arbitrary in a few cases, I will say. 

Mr. Brownson. Why wasn’t the furniture bought in Germany? 
Was there any particular reason? 

Mr. Wotre. Yes, sir. No. 1: We wanted these houses more 
American if we could do it, and in the meantime, of course, as you 
know, the houses were furnished far later than the apartments were 
in the meantime, we found that we could get this furniture, use the 
deutschemarks and get far superior quality of furniture for the same 
amount of money 

In fact, if it had been possible to use the deutschemarks, we may 
have considered spreading the furniture buying in the project through- 
out Europe rather than concentrating all the apartment furniture 


i 
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ht in Germany, but the other advantage was that it did get—was 
ery helpful to some of the furniture industry in Germany. 

So, you weigh advantage against disadvantage. 

\ir. Brownson. This whole project, in other words, was figured on 

s basis both for the apartment houses and the five houses: You 
iid; ““Th’s is what we need,” and then you went ahead and built it 
Mr. Woure. That is right, sir. 

Mr. Brownson. It was never figured. ‘This is what we need 
is going to cost so much money. Maybe that is too much money 
faybe we ought to see how much we can build within a framework.”’ 

M r. WoLre. Well 
Mr. Brownson. I mean, if I am going to build a house, I might 
rure, for myself, my needs first. 

Mr. Woure. Oh, sure: 

\ir. Brownson. Give an account of how much money I had and 

w much I could afford to spend. The chances are, in the normal 

ocess through which people build houses—I would chop some 

rs ol before I got through, some things | would like to have that 
could not have. 

Mr. Wour. We did chop. We chopped a number of things off 
hat we would have liked to have. But this thing was getting, as 
| put it, more than I could afford to do, and I am sorry we could not 
provide a bigger living area in a couple of the houses for the amount 
of money we had. 

Mr. Brownson. I was just wondering what you chopped off. 

Mr. Wore. Pardon, sir? 

\ir. Brownson. I was just wondering what you chopped off. 

Mr. Wore. Well, there are several things In my house—let me 
peak on that one particularly, because it was—it gave us-—I know 

ore about that one. | chopped off a covered the whole terrace 
outside, making a porch upstairs. | chopped off some outdoor work 
they wanted to do. I chopped off the whole size of the living area 
low what they wanted todo. I chopped off the pantry in my house 
That is just about-—I narrowed down the roadway into my house 
! am sorry now I did it, because I have a devil of a time when there 

a parking problem there. If you have more than 10 or 15 peopl 
the house, they have an awful time parking. 


Now, I have to hire a boy to run and park cars when people con 
if it is bad weather, and that sort of thing. 
Mr. Brownson. Any questions, \ir. Holtzman? 


Mr. Hourzman. No. 
fr. Brownson. Any questions, Mr. Meader? 

Mir. Mraprer. No further questions. 

Mr. Brownson. At this time the hearing will recess until 2 o’clock 
tomorrow afternoon, at which time it is our idea to hear Mr. Wolfe 
for about a half an hour in case other matters may come up in connec 
tion with these projects and also to go over briefly the office-building 
project which we have not touched on at all. Shortly after that we 
will again hear from Mr. King briefly on foreign buildings offic: 
standards, and then it is my thought that at about 3 or 3:15 we will 
’O In executive session and hope to conclude the hearings with Mii 
\Volfe tomorrow afternoon. 

(Whereupon at 5:45 p. m., the subcommittee recessed to 2 p. m 
Tuesday, March 24, 1953, the following day 


ei 20 
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(Bonn-Bad Godesberg Area Construction Program) 


TUESDAY, MARCH 24, 1953 


HovseE or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 2:40 p. m., in room 
1302, New House Office Building, Hon. Charles B. Brownson (chair- 
man of the subcommittee) presiding. 

Mr. Brownson. The meeting of the International Operations 
Subcommittee of the Committee on Government Operations of the 
House of Representatives will come to order. 

The clerk will call the roll, please. 

Miss Prioteav. Congressman Brownson? 

Mr. Brownson. Here. 

Miss PrioLEavu. Congressman Meader? 

Mr. Brownson. Absent. 

Miss Priotnau. Congressman Judd? 

Mr. Jupp. Here. 

Miss Prioteav. Congresswoman St. George? 

Mr. Brownson. Absent. 

Miss Prioteav. Congressman Lantaff? 

Mr. Lantarr. Here. 

Miss PrioLteavu. Congressman Holtzman? 

Mr. Houtrzman. Here. 

Miss PrioLteavu. Congressman Dodd? 

Mr. Brownson. Absent. 

Mr. Wolfe, you have been sworn? 

Mr. Wo re. Yes, sir. 

Mr. Brownson. Before we get into other areas today I would like 
to ask you very briefly to comment and describe the matter of the 
purchase of property from one Martin Von Carstanjen. I under- 
stand there is a suit pending in the United States Court of Claims. 
This committee does not desire to invade that jurisdiction. However, 
the committee is in receipt of a letter from Mr. Von Carstanjen 
dated March 16, 1953, and would appreciate a brief explanation. 
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FURTHER TESTIMONY OF GLENN G. WOLFE, EXECUTIVE DIRECTOR, 


OFFICE OF THE UNITED STATES HIGH COMMISSIONER FOR 
GERMANY 


Mr. Wotre. That’s right, sir. 

In this area in which we purchased, after considerable survey in 
and around the Bonn-Bad Godesberg area, we settled on this particular 
land if we could procure it. 


The offer was made to Carstanjen to purchase the property. At 
least 80 percent of it was owned by him. The rest of it, probably 20 
percent, was owned by 59 other owners. As you probably know, it is 


very unusual in Germany that an individual owns a large piece of 
farmland. They are usually in small strips. We immediately went 
into negotiations with Carstanjen, and at the same time with the price 
control authorities of the 
and the city. 

In Germany there is a very tight control on the price of land 
again an attempt to beat inflation—and particularly in that area 
because from the time the capital was established there, there were 
very strong attempts to change that price control. In this particular 
area, as I recall the figures, it was around 6% deutschemarks per 
square meter. Under the price control, that was the maximum they 
would approve. 

Mr. Brownson. Could you convert that price into United States 
currency? 

Mr. Wourr. Roughly $1.60. 

Mr. Brownson. A dollar and sixty cents a square meter? 

Mr. Woure. That is right, sir. 

Mr. Brownson. What would that figure an acre? 

Mr. Wourr. That would figure $7,500 an acre, I believe, roughly. 
That would be a little bit off. 

There was long negotiation with Carstanjen on the purchase of 
this land between ourselves and Carstanjen, between Carstanjen and 
the pricing authorities. The pricing authorities would not give up 
their price control. 


Ministry of Finance, the Land government, 


The contract was finally signed with Carstanjen and, in the mean- 
time, the contracts had been signed with 59 others, including 2 
brothers who were then residing in the States and sold their property 
for the $1,720 we were speaking of the other day. 

When the contract was signed with Carstanjen, we immediately 
started work on the property. 

The total land of the American project itself, just the apartment 
area, that part, I think, owned by Carstanjen was about 90 acres. 

Is that as much as you wanted on it, sir? 

Mr. Brownson. Yes. 

Did vou build a house for Mr. Carstanjen as part of this arrange- 
ment? 

Mr. Woutrr. Thank you. I knew there was another point I 
wanted to correct in the GAO report. 

Yes, sir, we did; and charged it against Mr. Carstanjen’s payment. 
It was not an inducement. Mr. Carstanjen had on this property a 
tenant and the tenant had, | think, three families working with him 
on the farm. He had a 30-year lease—I think it was a 30-year lease 
on the property, and before Carstanjen could sell it—before he could 
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ell the property—he had to make other arrangements for the tenant. 
He provided the land for the tenant and agreed to construct a house 
on the property. 

After we had concluded our lease with Carstanjen we then started 
sur construction and actually built right up to the tenant’s house 
ill the time trying to get Carstanjen to live up to his contract with 
the tenant, and he failed to do that. Finally, we notified him in 
writing that we would be forced to move the tenant. The tenant 
agreed, and we built this house and moved him and the family and 
that was charged against Carstanjen’s purchase price. 

Mr. Brownson. I would like to read into the record the correspond- 
ence of Martin Von Carstanjen, Hamburg 20, West Germany, 
Lenhartzstr. 3 RE, of March 16, 1953: 

the House of Representatives Investigating Subcommittee, Representative Charles 


Brownson (Republican of Indiana) presiding, United States Congress, Wash- 
ington, D. C., United States of America. 

DraR REPRESENTATIVE: In your investigation of the Department of State 

iilding program of Bonn, here, I move to be heard as follows: 

Of the house in ‘‘Friesdorf”’, mentioned in the GAO report, neither title nor 

ther rights were transfered to me, I have neither agreed that it be deducted 
from the balance mentioned in the report nor do I want the house. Before the 
events which led to my enclosed petition to the United States Court of Claims, 
received by No. 622-52, filed December 29, I wanted to ask Mr. Wolfe whether 
by deduetion of payment due me for real estate and buildings in course of his 
wholesale building projects he would build me new houses on the rest of my farm 
of which he was to get one-half and all the buildings. Before I could ask all this 
owever he laughed out loud and this question was dropped in further process. 
\fter the events described in enclosed petition the Office of Administration 
started building the house mentioned on a plot not belonging to me, comparatively 
far from the remaining half of my farm. Since the major transaction had not 
been accomplished, the house is not what I want and for operation of the rest of 
the farm not needed I have not agreed to the plan tobuildit. As shown on en- 
closed petition the $119,000 were not paid down and before, on March 3, 1951, I 
rotested the major transaction and agreed only to withdraw the protest by turn- 
ng the $119,000 payment request in that same day. This has not been done. 

Formal submission of this and possible further testimony is possible upon 
summons. I have been asked by United States consulate general of my residence 
to submit my passport for immigrant visa. 

Very truly yours, 
M. CARsTANJEN. 

| just wanted to get this matter in the record, Mr. Wolfe, in view 
of the reference by the GAO. Was this house built after consulta- 
tion with Von Carstanjen? 

Mr. Wotre. All the consultation we could have with him. It 
was built after consultation and after notifying him, not once but 
several times in writing, if he didn’t live up to the agreement we 
would be forced to construct the house and move the tenant, with 
the tenant’s agreement, on land provided to the tenant by Carstanjen 
and charge it as a debt against the purchase price of the land. 

Mr. Brownson. How much did this house cost to build? 

Mr. Wotre. Approximately 80,000 Deutschemarks, sir. It’s a 
t-family place, I believe. 

Mr. Brownson. About $21,000? 

Mr. Wo tre. That’s right, sir. 

Mr. Brownson. You apparently 

Mr. Wo re. It is a frame structure, and 

Mr. Brownson.— it is not up to 

Mr. Wo re. it is better than they had, I would say. 
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Mr. Brownson. It is not up to State Department standards—| 
mean if you are able to house 4 German families for $21,000 when 
your average apartment for 1 American runs about the same amount. 

Do you have any questions on this, Mr. Lantaff? 

Mr. Lanvarr. On this, no. 

Mr. Brownson. Mr. Holtzman? 

(No response.) 

Mr. Brownson. Mr. Judd? 

(No response. ) 

Mr. Brownson. Mr. Kennelly? 

Mr. Kenneviy. You say this agreement on the part of the peti- 
tioner here was spelled out in full detail in the written contract? 

Mr. Wo tre. That’s right. 

Mr. Kennewuy. You feel the State Department is covered? 

Mr. Wo re. I not only feel the State Department is covered by 
decision of legal authority, but by every legal decision known in 
Germany, except the Supreme Court, the and belongs to the United 
States. 

Mr. Kennetry. In whose name is the house now? 

Mr. Wo.tre. The house was constructed on land provided to the 
tenant. I would assume the title to that house is in the name of the 
tenant. That was part of Carstanjen’s agreement with him. 

Mr. Kennetiy. There wasn’t anything in the nature of a deed 
or —— 
Mr. Wo.trr. The tenant—I’m quite sure—had a deed to the 
property that Carstanjen gave him. 

I could check that to be sure, Mr. Kennelly. 

Mr. Kenne uy. Will you do that, please? 

Mr. Wo tre. I will. 

(The information furnished by Mr. Wolfe, marked “exhibit 45,” 
is as follows: ) 

Exuisit 45 
INFORMATION FURNISHED BY THE DEPARTENT OF STATE CONCERNING THE 
TitLe To Property Formerty Heip py M. CarsTaNnJEN, ApriL 10, 1953 


The Office of the United States High Commissioner in Germany still holds the 
deed covering the housing for the tenants on property formerly held by Mr. 
Carstanjen pending a settlement with Mr. Carstenjen. 

Mr. Brownson. Mr. Wolfe, could you develop for us a very brief 
discussion of the type of construction, the general specifications, and 
the cost of the residence for the Ambassador? 

As far as I personally am concerned, I don’t desire particularly to 
question the Ambassador’s residence as such, but I do believe the 
record should be complete inasmuch as the matter is mentioned in 
the GAO report. 

Mr. Wo tre. I see. 

Mr. Brownson. Some of the subcommittee members may desire 
to question it. I say I don’t desire to question it personally on the 
basis that I believe the United States Ambassador has very definite 
responsibilities which determine the type of residence which is suit- 
able for his occupancy. Ido not mean to say I am certifying in any 
way that you got a dollar’s worth of construction for every dollar’s 
worth of deutschemarks spent. I would like to have the description 
and such information as you have readily available on the residence 
for the Ambassador. 
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Mr. Wotre. The Ambassador’s residence, pictures of the Ambas- 
sador’s residence, 2 of them are shown on page 269 of the HICOG 
report. There is another picture, I believe, showing the extent of 
the ground office area—if I can find it here—on page 270. 

Mr. Brownson. Was this building built from scratch? 

Mr. Wotre. No, sir; we purchased this house in 1951—I believe it 
was—realizing at the time that it was a very good bargain for the 
price that we paid, and realizing there would have to be extensive 
rehabilitation of the house at some future date. 

Mr. Brownson. What was the price you paid? 

Mr. Wore. We paid 350,000 Deutschemarks for it, or in the 
neighborhood of $88,000. 

Mr. Brownson. Did that include land? 

Mr. Wo tre. That is for the house and land. 

Mr. Brownson. That included the land? 

Mr. Wotre. As shown on page 270; yes, sir. 

Mr. Brownson. How many acres of land did vou get? 

Mr. Wotrr. May I look that up, sir? I am not sure. Several 
acres. 

Mr. LANnraFF. 3.67. 

Mr. Wo tre. 3.67. 

It was what we considered in that area the land alone was worth, 
and by the pricing control authorities the land alone, in this particular 
area, which is a residential area, was worth as much as we paid for the 
house, or for the whole thing, the house and the land. 

Mr. Brownson. You mean that land in that area would be worth 
about $20,000 an acre? 

Mr. Wotrer. About $20,000 an acre; ves, sir. 

Mr. Brownson. About $20,000 an acre? 

Mr. Wotre. Yes, sir. 

The picture you see on page 270 is taken right within a few feet of 
the Rhine River and looking toward the rear of the house. 

Mr. Brownson. Did this house have any particular name in the 
community? How was it referred to? 

Mr. Wo.re. Well, the Deputy High Commissioner lived in it for 
some time. I don’t know of any name it had. I don’t recall of any 
name. The Deputy High Commissioner lived in it. He being the 
first resident, American resident, of it, it’s probably called the Hay’s 
house. It was referred to as that for a while. Then he was trans- 
ferred to Austria, Ambassador Donnelly came, and prior to Ambas- 
sador Donnelly’s arrival, at General Hay’s departure, was when we 
moved in and completely did the house over and moved out the 
furniture purchased from occupation cost and put in new furniture, 
returned the occupation cost of the furniture through the normal 
procedure provided by that to the German Government. 

As you enter the house, on the right is a large living room, running 
the depth of the house; there is a second direc ‘tly in ‘the back of the 
front entrance, and about the same width is another living room or 
study. On the left side, looking at the picture, the front part is a 
pantry, with the kitchen downstairs, and to the rear of that is a 
dining room seating, I would say, 20 people. 

On the second floor there are 4 bedrooms, a sitting room, and 3 
baths. 

On the top floor there are 24% baths and 4 bedrooms. 

The area in the basement covers kitchen, heating, storage areas. 
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The land, as you see it on page 270, is taken up principally in 
garden area, of flower garden and grassed area and a vegetable garden 

Also in the basement of the house are 2 or 3 servants’ rooms, and 
to the left, in the back picture on page 270, behind the trees, is a 
small servant's house. 

To the right of the entrance—well, you can see it in the bottom of 
picture on page 269—is a two-car garage. The house in the back 
moves off very steeply to about three links. It drops off very steepl\ 
in the rear to the garden level. 

It has in the area a swimming pool. We did not construct th 
swimming pool. That was there. 

I think that’s exactly 

Mr. Brownson. How much did you spend in remodeling this 
residence? 

Mr. Woure. I'll get the figures. I didn’t bring all my papers with 
me on that. 

The renovation—the complete renovation—of the house was 
295,000 deutschemarks, 

[ am using the GAO figures here. I have no reason to think they 
don’t correspond to mine, but I can’t find mine offhand. 

The renovation of the residence, $295,740; construction of th: 
servants’ quarters or house, $31,000—that is not $295,000, but 
295,000 deutschemarks, I am sorry, or $70,414; servants’ house, 
31,058 deutschemarks, or $7,394 equivalent; the furnishings, the 
complete furniture and furnishings, all types of furnishings, including 
the refrigerators, stove, and all that sort of thing, 313,000 deutsche- 
marks, or $78,800. The total for the residence, including the original! 
purchase price, 1,700,000 deutschemarks, or $239,964 equivalent. 

That property is owned with title in the name of the United States 
Government, including all 

Mr. Brownson. Now, in view of the fact that you only remodeled 
that residence, did you have a roof-raising ceremony there, too? 

Mr. Woure. No, sir; we don’t have one if we remodel. 

Mr. Brownson. Oh, Mr. Wolfe, I beg your pardon, on page 190, at 
the top of your booklet 

Mr. Wo tre. I didn’t think we did there, too. 

Mr. Brownson. There is this item: 

Purchase Order No. 22, Krebs & Sohn, additional work performed in Ambas- 
sador’s residence, such as marble plates for the window sill, ete., roof-raising 
ceremony, etc., in the amount of 539.90 deutschemarks. 

At the price, it must have been more of a flag raising than a roof 
raising. 

Mr. Wourx. No; this could be right. It’s a very small amount. 
It could be right, but I don’t recall the roof raising. 

Mr. Brownson. That is the only reason which made me challenge 
it, because it was such a small amount. 

Mr. Wotre. I think it compared to the number of workmen we 
had on the job in Bad Godesberg, 7,000 workmen on the job and the 
equivalent of $20,000 for 7,000 workmen—I believe my arithmetic 
is correct—it’s a little less than $3 per person for some sausage, 
bread, cigarettes, and the $20,000 beer party; yes, sir, and while we 
are on this roof raising, may I say a point or two on that? 

Mr. Brownson. Certainly, Mr. Wolfe. 

Mr. Wotre. Despite the certain newspaper comments, as we call 
it, I’m sure it will be received in Germany as a mild insult when, if 
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they read our American newspaper today which calls their richtfest 
beer party and, I may say, pokes a bit of fun at it. This is a serious 
isiness. It is a tradition. It is a tradition of hundreds of vears’ 
anding. If we want to toss tradition out of the window, fine: but, 
s far as we are concerned, it is one more way of promoting and ce- 
enting the relationships. That’s part of the job, and to these 
000 workmen that was a very important thing, and I'll give you a 
more examples of its importance. 
resent at this roof raising—and I don’t think they would attend 
affair like this if they didn’t consider it important—just in the 
‘ture I have here in front of me of the German officials present 
ere, besides the Minister of Interior, the Minister of Finance, the 
)eputy Minister of Finance, the oberburgermeister of Bonn, the ober- 
irgermeister of Bad Godesberg, and others were there that I could 
ime; but this is the pictorial evidence of the officials that were there 
\lr. MeCloy is making a speech at the richtfest, and it’s considered 
very important affair. 
To poke fun at a richtfest, we might as well at the same time, while 
e are doing it, poke fun at the old traditional costume worn today 
y every German and every German that works in the carpenter 
rade, and that’s what we've done today. We have poked fun through 
our newspapers at a tradition which is very serious to the workingman 
f Germany. 
And I would like, with your permission, Mr. Chairman, to present 
these two pictures for the record. 
Mr. Brownson. Thank you very much, Mr Wolfe. 
(The photographs submitted by Mr. Wolfe, marked exhibits 46 
nd 47, are as follows:) 


\ 
Be 
i 


Exuipir 46 


‘ITED SiaTES HicH CoMMISSIONER ADDRESSES GATHERING AT BAD-GODESBERG, 
GERMANY 
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Exuipit 47 


Unrrep Srates Hicgno Commissioner SHAKES Hanps WitnH GERMAN WORKMEN 
a’ Ricutrresr at Bap-GopEsBERG, GERMANY 


Mr. Brownson. I think it’s possible—I never attempt to interpret 
what goes through the minds of the gentlemen who write for the 
press, but I think it is possible they got that description out of the 
HICOG publication—HICOG Houses Its Employees—which is 
included 

Mr. Wotre. That is correct, sir. 

Mr. Brownson. On pages 288 and 289, and it is possible it came 
from the paragraph on page 291, Which reads: 

In climax, the huge green wreath, twined with floating streamings, was hoisted 
into the rafters of one of the nearby buildings, after which, according to the 
English translation of a German newspaper article, ‘‘German workers delightedly 
waved their beer bottles” in approval. 

Mr. Wo tre. That is correct, sir. 

Mr. Brownson. I think that is where the idea came from. 

Mr. Woure. I think if the reporter had also consulted the remarks 
made by the German officials, which have also been made available 
to him, we wouldn’t be slightly embarrassed today; and I don’t 
attempt to analyze newspaper comments, and so forth, except where 
they have a bearing upon our relationships with the country in 
which we are serving. 

Mr. Brownson. A consideration which I think is entirely proper. 

You have quoted from the consolidated cost schedule of the Bonn 
housing project, which is included as page 6, of the GAO report. 

Mr. Wotrs. That is correct, sir. 
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Mr. Brownson. Is that cost schedule essentially correct? 

Mr. Woure. That cost schedule is essentially correct, except—and 
| frankly have not had the opportunity to work it out in detail, and 
t would take a lot of work—it is essentially correct, except for a few 
items. They have, I think, charged back, as you probably know—it 
was expressed later—we bought ‘all the steel and cement up imme- 
diately after we knew the amount so that we could take advantage 
of the lower price at that time, knowing full well the price was going up. 

I don’t think they have distributed that proportionately between 
he project, the German project and the office building. 

Mr. Brownson. Would correct figures be available? 

Mr. Wotre. I have already asked them to start to work on it, sir. 

Mr. Brownson. I ask unanimous consent that page 6 of the GAO 
report of the Bonn housing project may be included in the record at 
this point, and also that figures covering the same area, detailed simi- 
larly, for purposes of comparison, furnished by Mr. Wolfe, may be 
included at the same time. 

(P. 6 of the GAO report of the Bonn housing project marked 
“Exhibit 48” and the similar figures to be furnished by Mr. Wolfe 
marked “Exhibits 49A and 49B” are as follows:) 


Exursit 48 


Consolidated cost schedule of Bonn housing project! 


| Contracts 





Apartment buildings: 
Land acquisition. . s iahaathaaipiaecae : DM2, 004, 765.79 | 
Construction a “ Lt 
Furniture and furnishings. .-.............- ; 9, 853, 091. 60 
Utilities, roads and landscaping io », 538, 043. 09 , 56, 676. ¢ 


| Litieieh ‘ = 50, 431, 128. 67 7,411. ! 


Residence houses (5): 
Land acquisition...... ‘ , 050. 50 73, 345. 36 
Construction : , 629, 151. 97 387, 893. 3: 
Furniture and furnishings 7 57. 16 161, 751.7 
Utilities, roads and landscaping 574, 601. 82 136, 809. 9F 


DOR rcctctnncet ‘ 3, 191, 161. 45 759, 800. : 
A mbassador’s residence: 
Land acquisition with residence - - - ; | 35 82, 333. 33 
Renovation of residence ‘i o 295, 740. ¢ 70, 414. 53 
Construction of servants’ house-... -. 31, 058. Of 7, 394.7 
Furniture and furnishings aaa : 331, 053. 5 78, 822. 2s 


239, 964 
Miscellaneous buildings, apartment area: 

Land acquisition - .-- be ; 2, , 765. 7 477, 325 
Warehouses (2) , 289, ‘ 307, 095. 
Shopping center, PX, commissary, ete-- --..-- ‘ 734. 3 328, 031. § 
Recreation center, club house and theater ° ‘ 3, 38. 35 903. 818. 65 
Nursery school. ; 3 ; 249. 15 76, 725. 98 
Elementary school. - - Splablne wis 714, 187.71 170, 044 
Church.._- cutipdipianded ‘ i 681, 23 162, 195. 73 
Printing plant__- . at 869, 211. 26 206. 955. 
Gas station and repair shop. - - c ; 363, 493. 4: 86, 546 
Architect fees ‘ : 489, 664. | 116, 586. 66 
Purchase of steel and cement by HICOG.... 588, 992. 0: 140, 236. 4 
Grants awarded city of Bad Godesberg é , 170, 716. 98 278, 742 
Utilities, roads and landscaping - -. 5 ‘ 2, 179, 347. 6¢ 518, 892. ; 
Emergency power plant, etc. --.- Tease 48, 276. 96 11, 494. £ 


 — 5 oe a ae sal 5, 895, 699. 91 | 3, 784, 690 


Grand total j ‘ bts a 70, 525, 842. 65 16, 791, 867. : 


! Pre eaned nm the Gaon Accounting Office. 
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Exurpit 49A 


LetrerR From GuLenn G. Wore To FRANK HEFFNER ENCLOSING SCHEDULE 
SHOWING THE CONSOLIDATED Cost or THE BONN Hovusina Prosecr 


Orrice oF THE Unitrep S7vates HicH CoMMIssIONER FOR GERMANY, 
Orrick OF THE Exxrcutive DrrecTor, 
APO 80, 4A pril 8, 19538. 
Mr. Frank HEFFNER, 
Acting Executive Director, Bureau of German Affairs, 
United States Department of State, Washington, D. C. 

Dear Frank: Pursuant to your request we have prepared the attached sched 
ules showing the consolidated cost of the Bonn housing project. These schedule: 
reflect the construction cost of the project as contained in the report prepared by, 
Mr. William L. Ellis, Chief, Office of Investigations, General Accounting Offic: 
to the Comptroller General, dated March 4, 1953, and the report of the construc- 
tion program, prepared by HICOG, dated January 7, 1953. 

The cost contained in both the HICOG and General Accounting Office reports 
have been adjusted to delete the costs pertaining to the two warehouses and th: 
printing plant which, although physically located in the housing area, are con- 
sidered a part of the office project. We have also eliminated the grants awarded 
the city of Bad Godesberg for the construction and/or repair of roads leading into 
the project, which would normally be the responsibility of the city or town in 
which the housing area is located. 

You will note that in distributing the cost of construction serving the whol 
general housing area we have deviated from the formula applied by the repre 
sentative of the General Accounting Office, i. e., in prorating the cost of utilities 
roads, and landscaping, the General Accounting Office representatives arbitrarily 
applied a distribution of three-fourths to apartment buildings and one-fourth to 
miscellaneous buildings, whereas the formula we applied was an experience factor 
upon advice from the HICOG Engineering Section. 

We trust that the materials contained herein will meet your requirements. 

Sincerely yours, 
GLENN G. WOLFE, 
Executive Director. 
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Mr. Woxre. I would like to point out in this cost summary 2 or 3 
items that could not be considered as part of the housing area, but a 
part of the official transaction, official business, of HICOG—and that’s 
the warehouses and the printing plant. 

There’s one other item in there that I do not believe properly be- 
longs in this summary—and that’s the grants to the city of Bad 
Godesberg. Part of that went to assist them in the school system 
because moving our German children up there went far beyond any 
ability they could cope with. 

By this great increased traffic—naturally at least half of the 
Americans own an automobile, and by this great increased traffic 
their city streets were in very bad shape and we made a contribution 
to that. The fire-fighting equipment—partial. 

Then we made a grant to them. This could properly be charged 
to the construction program in one sense of the word. Natural! 
with this development, we greatly overtaxed their sewage-disposa! 
system; and since there was a German law passed several years ago 
that no sewage could be again dumped into the Rhine on any new 
construction, we had to either construct a sewage-disposal plant of 
our own or make a partial grant to the city. We shared part of the 
expense of that. 

Mr. Brownson. That finds an analogy here in the United States 
where the Federal Government in impacted areas created by defense 
circumstances comes to the assistance of the particular district 

Mr. Woure. That is right, sir. 

Mr. Brownson. To carry the abnormal load which is placed upon it 

Mr. Woure. That is right, sir. 

Mr. Brownson. In making your calculations, if you care to, you 
can remove those items and put them at the bottom under a special 
designation. 

Mr. Wo.ire. We will reconcile the figures between the two so we 
can tell where any differences exist. 

Mr. Bronson. Are there questions from the members of the com 
mittee on the Ambassador’s house? 

Mr. Hourzman. I have none, Mr. Chairman. 

Mr. Woure. Mr. Chairman, may I add one thing at the appropriate 
part of the record? 

I just have some penciled notes here—1 just got the figures this 
morning—with regard to the contracts and discussion the other 
morning as to when contracts were sent to GAO. I have that figure 
In the original takeover from the Army, we got under way sooner than 
I remembered. Our first contract—our first vouchers— under the 
system of accounting for GARIOA counterpart in the same manner 
as dollars appeared in the December accounts of 1949. State Depart- 
ment took over in September of 1949. 

With regard to this particular construction, the first major con- 
tract was signed on March 19, 1951, with Philipp Holzmann Co. and 
appears as No. 1424 on page 140 of the HICOG report. We have 
checked with the Division of Finance Records here and find that 
that contract was mailed on March 19, signed on March 19, 1951, 
and mailed to Washington on March 19, 1951. It was transmitted 
to the General Accounting Office by the Department of State on 
April 3, 1951, and receipted for, and we have the receipt by the 
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General Accounting Office on April 11, 1951—and the size of the 

contract alone is very significant. It was 18 million deutschemarks. 

So, the General Accounting Office has had a copy of the first large 
contract, or did have it on April 11, 1951. 

“Mr. Brownson. How far along was the construction at that time? 

Mr. Wore. The first major contract had been let on March 19, 
20 days prior to the receipt by the General Accounting Office of that 
contract. 

\ir. Brownson. Dr. Judd, do you have questions on the Am- 
bassador’s residence? 

No response. ) 

\ir. Brownson. Mr. Lantaff? 

Mr. Lantarr. I note here approximately $35,000 or $36,000 worth 
of furniture was procured in France for the Ambassador’s residence. 
Did you state yesterday why that furniture was not procured in 
Germany for these residences? 

Mr. Woxre. Practically all of the movable furniture in the Ambas- 
sador’s residence, excluding the kitchen, was provided through the 
FBO office in Paris. We actually requested the FBO Paris office to 
give us assistance with their interior decorators and the procurement 
of this. Naturally, we had first worked out an exchange of currency 
problem, because this had to be paid in frances, and we had only 
deutschemarks. So, again the Bankdeutcher Laender, being in an 
EPU surplus position, was very glad to do that. We paid for them 
in deutschemarks. The check was taken to the Bankdeutcher Laender 
and the FBO Paris office was paid in that manner. 

Mr. Lantarr. Who was in charge of the FBO office in Paris at 
that time? 

Mr. Wotre. Colonel Jacobs. 

Now, I must say in all fairness to the FBO office theirs was a job 
of assisting us, this again being a decentralized program, and the FBO 
and the Department of State had turned over the responsibility to us. 
We did purchase it direct. Colonel Jacobs did not exercise authority 
of vetoing or approving or disapproving items that we had requested. 
The interior decorator came down and worked for weeks at the 
design and at the procurement of the furniture and setting it up, and 
all that sort of thing. 

Mr. Lantarr. Now, all the other furnishings were purchased in 
Germany? 

Mr. Wotre. All of the other, every bit of it, was purchased in 
Germany; and the five houses that we spoke of yesterday—the fur- 
niture for that was purchased in England. Wew ould have bought it 
all in England had it not been for the fact that we did have that ex- 
change surplus and we could buy elsewhere. 

Mr. Lanrarr. Why was the furniture for the five houses purchased 
in England? 

Mr. Wo re. Sir? 

Mr. Lantarr. Why was the furniture for the five houses purchased 
in England? 

Mr. Wore. Well, one, after Germany got into the EPU surplus 
area, we could buy—— 

Mr, Lantarr. What does EPU stand for? 

Mr. Wotre. European Payments Union. 


33693—53——21 
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We could buy better furniture for less money. 

Mr. Lanvarr: England is supposed to be a pretty high-priced fur- 
niture market, isn’t it? 

Mr. Woure. Compared to the United States; yes, sir; but it was 
still cheaper and better quality than what we could purchase in Ger- 
many at that time. 

Mr. Lantarr: Well, why didn’t you deal through the Foreign 
Building Office for purchasing that furniture, the same as you did for 
the Ambassador’s residence? 

Mr. Wo tre. I think I got a better price. 

Mr. Lanrarr. Then why did you bother to pay franes for furnish- 
ings for the Ambassador’s residence and not buy in England? 

Mr. Wore. Well, by the time we came to the Ambassador’s 
residence, as far as my staff was concerned, I had finished with it. 
They had been gone. They had been terminated. I had no staff 
for that purpose left. The only man I had qualified for that work 
had been terminated and returned to the States, and I needed tech- 
nical help in the furnishing of the residence. I had no one left to do 
it. That is why I called on 

Mr. Lanrarr. I still don’t understand why the furniture was 
suitable for the Ambassador’s residence at less cost in France and 
was not suitable for the five houses that were furnished with furnish- 
ings in England. 

Mr. Wo re. I don’t think there was any particular point in our 
going to England or France for the furniture. I didn’t think the 
price would have been a whole lot different, although at that time we 
discussed it a good bit and felt we were going to be getting a little 
better quality or price. That is subject to debate. I would have 
to check every individual item to see if we did, but the Paris furniture 
—here was a man experienced in furnishing ambassadors’ residences 
That’s his job in Paris. 

Mr. Lanrarr. The only concern I had was primarily the fact 
these GARIOA funds we were reinvesting in Germany on the theory 
we were helping the German economy and thereby reducing the dollar 
gap—— 

Mr. Wotrr. Yes. 

Mr. Lantarr. Which we talked about before —— 

Mr. Wo re. That’s right. 

Mr. Lanrarr. And I just couldn’t understand, unless there were 
some impelling reasons, why we didn’t let that money fall into the 
German economy and buy the furniture from German manufacturers 
rather than going into the French or English—— 

Mr. Wotre. Of course, that was—— 

Mr. Lanrarr. Furniture market. 

Mr. Wore. Only 800,000 deutschemarks out of a total of 117 
million that went out of Germany. A very small portion ef it went 
out of Germany, and because of this EPU surplus position we could 
get it quicker. By this time in Germany, by the time we furnished 
the residence, and particularly the Ambassador’s residence, it was 
getting very difficult to get materials. That was one of our big prob- 
lems in Germany at that time. 

Mr. Lantarr. You mentioned earlier this price of $7,500 an acre 
that you paid for the land on which the housing project was constructed 
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was a favorable price and was in line with the price ceilings fixed by 
the German authorities for property in that area; is that correct? 

Mr. Woure. That is correct, sir. In faect— 

\ir. Lanrarr. Was that the ceiling, so-called ceiling, price $7,500? 

\ir. Woure. No; that was the ceiling price in this area for farmland. 

You get just 2 o1 3 blocks behind that, in our particular area, or 
move up or down the river into the residential area, it goes all the 
way up to $20,000 an acre. 

| would say that in this area, unless we went clear back into the 
hills, back of Bad Godesberg and Bonn, this is the cheapest proprty. 
I’m sure it is. It’s the cheapest property we could possibly buy in 
that area. 

Mr. Lanrarr. How did the price per acre compare with the pre- 
war price of comparable land- 

Mr. Woure. That is the—— 

Mr. Lanrarr. In the same area? 

Mr. Woutre. That is the prewar price, sir. That is the prewar 
rice. 

Mr. Lanrarr. In other words, did the German authorities 
freeze—— 

Mr. Woutre. That’s right, sir. 

Mr. Lanrarr. The prices at prewar level? 

Mr. Woure. I’d say it’s within 10 percent, at the maximum. 
They froze them at the prewar level. They haven’t permitted a 
price rise in land since before the war, and particularly in the Bonn- 
Bad Godesberg area from the time it was made the capital. 

Mr. Lanrarr. Yesterday we were talking about the stokers and 
gardeners and the other services furnished to these residents. [| 
notice in connection with the Ambassador’s house, which is the one 
we are talking about now, the total dollar cost for maintenance and 
for utilities runs in the neighborhood of $7,000 a year. That is a 
rather excessive figure. 

Mr. Woure. Where is the Ambassador’s residence? 

Mr. LantaFr. Page 195. 

Mr. Wourse. I didn’t think it was running that high. 

Mr. Lantarr. 28,135 deutschemarks, close to $7,000 a year. 

Mr. Wotre. That’s right. 

Now, that includes everything—the rehabilitation necessary, the 
coal, the utilities, the salary of the man to take care of the furnace, 
the salary of two men 

Mr. Lantarr. You say one man is employed that services all these 
residences, and just his pro rata charge is made against each of these? 

Mr. Wotre. In the Ambassador’s 

Mr. Lantarr. If that is the case, it appears to be rather excessive 
to have a maintenance cost, including utilities, that would run $7,000 
a year. 

Mr. Wore. In the Ambassador’s—that is, what you are saying, 
Mr. Lantaff, is true in all the other areas except the Ambassador’s 
residence. In the Ambassador’s residence the stoker and two gard- 
eners are busy full time, either in—we call him a stoker, but he’s got 
a lot of other duties around the area, assisting the gardners, taking 
care of the whole outside of the building and these stone terraces in 
the back, and all of that sort of work. We did have six. We now 
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have three. He’s busy full time. So, actually, you would say 24 
gardeners and a stoker. 

Mr. Lantarr. Are there any other employees furnished to the 
Ambassador’s house other than the two gardners and the stoker? 

Mr. Wore. The Ambassador in Germany, as is true in our 
Ambassador’s residence in all countries, receives a residence allotment 
from which he pays—he’s permitted to pay—the salaries and main- 
tenance of servants. 

Mr. Lantarr. That is in addition to these employees? 

Mr. Wours. That is correct, sir. 

Mr. Lantarr. And what is that residence allotment for this 
particular house, in addition to the—— 

Mr. Wotre. I can say 

Mr. Lanrarr. Services that are rendered? 

Mr. Woure. I can say what it is—roughly what it is—in other 
countries, and I presume Germany will be comparable when we work 
up expense figures—about $10,000 a year. 

Mr. Brownson. Do you have questions, Mr. Holtzman? 

Mr. Hourzman. I have just one question for the record. Mention 
has been made of a Philip Holtzmann. For fear of being investigated, 
I want the record to indicate that I plead not guilty of being related 
to Philip Holtzmann in any manner, shape, or form. 

Mr. Wours. Excuse me, sir. I should have brought that up 
probably. 

Mr. Brownson. Mr. Wolfe, was this furniture in the Ambassador’s 
residence custom manufactured, or was it antique? 

Mr. Wo urs. I would probably have to verify this with the interior 
decorator, but I’m sure, with the possible exception of upholstering, 
it was bought off the floors. 

If that statement is wrong, sir, I’ll correct it when I get the testi- 
mony. In the meantime, I’ll have a chance to check with the Paris 
office. 

Mr. Brownson. I would like to ask our counsel, Mr. Kennelly, 
if he has any questions. 

Mr. Kennetiy. Mr. Wolfe, just for the record, how long did this 
construction actually take? 

Mr. Wo tres. The work started 

Mr. Kennetty. Not just on the Ambassador’s house 

Mr. Wo re. No. 

Mr. KenneELLy. But on the main construction project, the apart- 
ments? 

Mr. Wotre. I have the dates in here exactly. It seems to me it 
was February the 13th we actually started. 

Mr. Mountain. Page 57, Mr. Wolfe. 

Mr. Wotre. Oh, yes. The 15th of January the construction 
started. That was on the office building. March the 15th the 
ground was broken on the American housing project, and we com- 
pleted to move on the American apartments—we completed the move 
on November the 29. 

Now, that’s for the apartments. Our principal concern, of course, 
was completing all the apartments. 

The houses were completed beginning in February, extending 
through June of the next year. 
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The Ambassador’s residence was started in July, I believe, and 
finished in August. 

As far as the American apartments and the German apartments and 
the office building were concerned, as far as the housing was concerned, 
we began on March the 13th and we completed the job on December 1, 
we'll say—no; it shows here—— 

Mr. Harner. November 1. 

Mr. Wotre. November 1, but actually we were still doing road 
work, and so on. People started moving in on November 5, and we 
managed to keep ahead of the move in finishing up the places, and the 
move finished on November the 29th. 

| think from those dates you can see the time we allotted for the 
project, for such an immense project as this 

Mr. Kenneviy. Was there any deadline in these contracts as to 
when the work had to be completed? 

Mr. Wotre. Yes, sir. We had deadlines in each one of them and 
penalty clauses in each one of them. 

Mr. KENNELLY. Were there any bonus clauses? 

Mr. Woure. Yes, sir; bonus clauses. 

Mr. Kennetxy. If completed earlier? 

Mr. Wotre. Bonus clauses. 

I don’t recall any bonus clause that we paid. We had certain 
penalty claims, some of which we collected, others which we did not 
collect, for various reasons. I mean by that some of it was our 
fault—changing design or something, or we weren’t able to get the 
material for them, or something like that. 

Mr. Kennetiy. How long were the delays on this? Do you recall? 

Mr. Woutre. The penalty, as I recall—I would have to check one 
of the contracts, but the penalty specified a date, and then a penalty 
after that, as I remember. I would have to check that. 

Mr. Kenneuiy. Yes, but I mean how long were the actual delays 
on which some contracts had to pay penalties—1 month, 2 months, 
3 weeks? 

Mr. Wore. Oh, any penalty, any delay of over 2 weeks—we dug 
in to determine whether the man had to pay that or was it our fault, 
or was it rain, or some such thing; and from that time on, we watched 
it. In some cases, we made him pay at the end of 2 weeks. In some 
cases, for good and substantial reasons, he didn’t have to pay because 
he was a month late or 6 weeks late. 

Mr. Kennetuy. Well, what I am asking is: How long after the 
particular deadline, the particular deadlines, did any of the contracts 
that paid penalties actyally delay the work? I mean if a contractor 
had a deadline of November 1 and he paid the penalty, when did he 
finish the work—on December 1, or what date? 

Mr. Wo.re. Well, the whole business was finished, as far as the 
apartments were concerned—and that is the principal thing on the 
penalties—December 1. 

Mr. KennE.Luy. Well, what was the earliest deadline date? Do 
you recall that? 

Mr. Wotre. No; I don’t. I could provide that information for 
the record. 

Mr. Kennetuy. What I’m trying to find out is: The emphasis you 
made here was that there was a necessity for speed in this move. 
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Mr. Wotre. Right. 

Mr. Kenne.uy. I am trying to see whether or not the deadlines 
you set were adhered to pretty well—— 

Mr. Wotre. Oh—— 

Mr. Kennetuy. Or whether there were considerable delays. 

Mr. Woure. Oh, no; the deadlines by far were met. The deadlines 
that we set were for the most part—when I say “the most part,” I 
mean 90-95 percent—were met. 

Mr. KenNELLY. Just on that point, to go back a little bit, you 
felt that it would take too much time to go back to Congress to ask 
for a deficiency appropriation in the light of the emergency nature 
of the move; isn’t that true? 

Mr. Wotrr. To put it another way, sir, that we couldn’t meet the 
deadline and if we went back through the process of the Department, 
the Budget Bureau and the Congress, we couldn’t meet the deadlines 
that had been given to me; no, sir. 

Mr. Kenneviy. What was the deadline? 

Mr. Wotre. Well, the deadline was this: Actually, when the de- 
cision was made or when it was recommended to the Department, it 
was beginning right then. That was when the High Commissioner 
wanted to be in Bonn, but at the same time, at that time, 10 months 
was set. “If we can’t do it in 10 months and move to Bonn, why, I 
think we’re going’’—the expression to me—‘“‘to lose too much. We've 
got to do it. If we are going to do it, let’s do it now and do it within 
the next 10 months.” 

Mr. Hourzman. Mr. Wolfe, was it a great concern to you that 
people in the area wanted to know whether or not the capital was 
going to be moved to Bonn? 

Mr. Wourer. Was it a great concern to me? 

Mr. HourzmMan. Yes. 

Mr. Wo tre. Yes, sir; it certainly was. 

Mr. Houtrzman. Why is that? 

Mr. Wotrer. I think you reminded me of my reservation on this 
that I didn’t see where we were justified in spending 125 million to 
150 million deutschemarks unless we had a reasonable certainty— 
naturally nobody could be certain-—that Bonn was going to remain 
the capital, and that is the reason Mr. McCloy did all the checking 
with German officials on the matter, because the only move that we 
would contemplate at all—and we wanted to be sure the Germans 
contemplated no other move—was a move of the capital to Berlin. 

Mr. Kenne.iy. How much more remains to be paid upon the Bonn 
construction project as far as the apartment dwellings for Americans 
and the office buildings are concerned? 

Mr. Wo rr. Very little. We have some contracts outstanding. 
There is a report—we have in here—the GAO that we’ve used in our 
report as well—which shows a very substantial difference, but I’m 
quite sure it won’t be that much. The difference is at the present 
time 5 million deutschemarks between the contracts that have been 
signed and the payments that have been made as of January the 7th, 
1953. <A lot of that has been held back because of the year guaranty 
with the contractors, but I would estimate that there’s only about 
three to actually be paid. I’d say the other 2 million would be dropped 
off for one reason or the other—either the work wasn’t completed or 
our escalator clauses worked the other way as well. 
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We have 450,000 deutschemarks worth of steel that will be credited 
to this. 

Mr. KENNELLY. Are there any outstanding lawsuits in addition to 
the one which was referred to here previously- 

Mr. Woure. No, sir. 

Mr. Kennetiy. Which will determine how much more you have 
to pay? 

Mr. Wotre. No, sir. That is the big item in this, of course—the 
acquisition—which hasn’t been paid. 

Mr. KeNNELLY. Did you previously give us 

Mr. Wotre. But not all. 

Mr. Kenne.uy. A figure of the amount of funds in the GARIOA 
account at the time this decision was made to go to Bonn and spend 
this money for this project? 

Mr. Wourer. Yes; you asked me for that figure. At the time of 
takeover by the State Department in Germany or, rather, as of 
December 1, 1952, when we could actually make the statement, the 
counterpart balance in Germany was zero, and the bilateral agree- 
ment with Germany shows that at this time. 

Mr. KenneLty. What date was that? 

Mr. Wotrer. December 1, 1949. 

Mr. KENNELLY. 1949? 

Mr. Wotrr. Yes. However, of course, in the pipeline of GARIOA 
aid was quite a volume of dollar procured items which, of course, were 
coing to be released to the Germans for deutschemarks, and I would 
say at the time—this is an estimate—but I would say at the time of 
October to December of 1950 we had in the GARIOA counterpart 
roughly five to six hundred or seven hundred million deutschemarks. 

Mr. Kennewiy. Did you previously give us the total number of 
cubic feet that are involved in the American project? 

Mr. Wotre. No, sir; I didn’t give it to you, but 

Mr. Kennetiy. Do you have that? 

Mr. Woutre. We are working that up for you. 

Mr. Kennewuy. You will give that to us later, then? 

Mr. Wotre. Yes, sir. 

That was in relation to your question of 80 cents per cubic foot? 

Mr. Kennetuy. Do you have any idea at this time as to the pro- 
portion of the amount of living space and the amount of space de- 
voted to other parts, stairways, basement floors, and so forth? 

Mr. Wo.tre. To give you an idea, there are three floors of living 
space. There is a basement area of servants’ quarters and storage 
rooms, laundry rooms, and so forth, and there is 1 stairway for an 
average of 6—no; let’s see—an average of 6 apartments; if you talk 
about 2- and 3-bedroom apartments, 1 stairway. 

Mr. Kennetity. When you give us these figures, you will be able 
to give us a breakdown? 

Mr. Wotrs. Well, we will show the total cubage and how we 
arrived at the total cubage in the living area, stairways, basement 
areas, everything else; yes. 

Mr. Kennetiy. And you will distinguish between the total cubic 
feet dedicated to living space and that devoted to other parts of the 
building? 





320 USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 


Mr. Wo tre. Well, yes, sir; but_I didn’t want to take the risk of 
doing all of that figuring here. I would rather have the engineer 
do it. 

(Nore.—This information is provided in exhibits 40 and 41 in the 
appendix, pp. 274-276.) 

Mr. Brownson. Mr. Wolfe, were the apartments and houses in 
Frankfurt, from which you moved to Bonn, furnished with Govern- 
ment furnishings? 

Me. Wotre. Yes, sir. 

Mr. Brownson. They were? 

Mr. Wo tre. Yes, sir. 

Mr. Brownson. Then—— 

Mr. Wotre. Witb glasses. 

Mr. Brownson. Pardon? 

Mr. Wotre. With glasses. 

Mr. Brownson. The same scale of wineglasses? 

Mr. Wo tre. Yes, sir. 

Mr. Brownson. I am just curious. I’m looking here on page 110. 
I find the moving instructions. Now, you held that the great economy 
of providing furniture and equipment down to the last minute detail 
in these apartments was that it removed the necessity for the Govern- 
ment carting private individuals’ furniture all over the world. Yet 
I find down here in this very military operations plan for move- 
ment—— 

Mr. Hotrrzman. From Frankfurt to Bonn. 

Mr. Brownson. From Frankfurt to Bonn, after you have gone 
into all the details of the general order for the movement, we get 
down here to— 


(a) Preliminary preparations: 

(1) M-day (movement day) for you will be that day designated for you personally 
to move. You will be informed of this date at least 10 days in advance by your 
administrative officer who will also give you your copy of travel orders. 

(2) At least 10 days or more in advance you will be told by your administrative 
officer of your new permanent or temporary billet in Bonn or Bad Godesberg 
and will be given instructions as to where to go to sign your lease. 

(3) You should make sure that you have sufficient bedding (sheets, blankets, 
pillowcases, and pillows) for your needs at Bonn, as these items will not be 
furnished. 

(4) If you choose, you may, 5 days before your move is scheduled, obtain the 
keys to your new quarters at Bonn or Bad Godesberg from the project manager’s 
office there. 


Then we get down to— 


(b) M-day less 2: 

Two days before you are scheduled to move, packers from a contracted German 
firm will visit your present home and will pack and crate such items as chinaware, 
silverware, books, etc. Large items of furniture will not be crated. One large 
open packing case will be left in your home to take care of any items such as 
kitchen utensils, bedding, ete., which you intend to use over this 2-day period. 
These remaining items will be packed the morning of the move. 


Then, of course, we come to that day of all days— 


(c) M-day: 

You are now ready to move. 

(1) Between 7 and 10 a. m. on the day you are scheduled to move, the trucking 
firm under contract will dispatch a moving van to your residence. They will 
complete packing of such items as you have used the past 2 days, load your 
belongings, and move out. You may expect that the trucks with your belongings 
will arrive about 1600 bours the same day. 
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So, we go on through this operation, until the final salutation: 
“Welcome to Bad Godesberg/Bonn.’ 

Now, what I want to get at is: Where is this economy that’s resulting 
from stocking these apartments in full? If they were supplied in full 
with Government requirements, including the three standard ham 
slicers and the glasses, all the way down the line, in Frankfurt, why 
do you contemplate moving a lot of personal property and personal 
belongings up to Bonn? 

Mr. Woure. Certainly, sir. In the first place, if you have ever 
moved a thousand men, women, and children, American children, and 
offices, and a thousand or more German employees with their wives 

nd families, [ am sure that you realize that a very detailed instruction 
ust be carried out. 

Incidentally, I always hate to be put in the position of doing a little 
bragging about my organization, but that move was carried out 
without the loss of one item or the breakage of one item. It’s still 
talked about even by our big movers here in Washington, such as—I 
refer you to Mr. Gore, of the Security Storage Co., for an appraisal of 
that move. 

Now, naturally they had a lot of personal belongings. They had 
clothes; they had books. They have chinaware, or they have some 
utensils—yes, they have the American items of the toasters and the 
Mix-Masters, and some of their bric-a-brac; but, for instance, when 
| move from Frankfurt to Bonn in the same van—and they are much 
smaller than the vans we have—there were five other families, and 
| remember—that included all of our clothes, as well, and we didn’t 
pack clothes into trunks and move them; we had these little carriers. 
The contractor built these little carriers. They would come in, hang 
the clothes right in them and move off. The idea is we were working 
on a time schedule, which I would like to take a minute to desc ribe. 

We move in office by office, and do this move by organization, and 
when we move the home we also move the office at the same time, 

We started in the morning, and the idea was every family that left 
Frankfurt before 2 o’clock that day was settled in their home in Bonn 
a hundred miles away that evening and the employee went to work 
the next day. So, it had to be in a great amount of detail. 

But I remember so well there were five families in the same van 
with me, because I was the first one packed in the van and the last 
one unpacked, consequently. 

So, with 5 in a small van which would, I would say, correspond to 
one of our ton and a half, maybe 2-ton trucks, about that size—and 
5 families were packed in there—there was very little—I would say, 
on the average, of a maximum, I think our average on the American 
families was moving an average of about 900 pounds per family. 
On the German families, it was “much less. 

Now, some of them at the same time had large pieces of furniture, 
because some of them had moved from other foreign posts, and 
naturally had to have their items. 

Now, we have made tremendous savings, and I am working these 
figures up for you, in shipment of individuals, employees, from the 
States to Germany over the period of the last year, showing you what 
the average per person is, the average amount of household effects 
being moved to Bonn, what that amounts to, and the average 
personal effects for other European countries. 








Mr. Brownson. You did not put any limitation of weight on this 
movement? vititt a 
Mr. Woure. No, sir; no. We put no limitation weight. We took 


what they owned. We took what they owned, not the government 
material. 


Mr. Jupp. Mr. Chairman. 

Mr. Brownson. Dr. Judd. 

Mr. Jupp. Did the furniture the people had in their homes in 
Frankfurt come from France or England? 

Mr. Woure. No, sir; all of it from Germany. 


Mr. Jupp. It was good enough for them in Frankfurt, but not over 
in Bonn? 


Mr. Wo tre. Sir? 

Mr. Jupp. German furniture was good enough for them in Frank- 
furt, but not in Bonn? 

Mr. Wo.rer. Oh, we furnished over 458 apartments in Bonn, all 
from Germany—everything in Bonn. The only thing bought out of 
Germany at all—and even that was bought with deutschemarks- 
was the furniture of the six houses. That is all. 

Mr. Jupp. The big shots? 

Mr. Wotre. That is all. 

Mr. Jupp. The big shots? 

Mr. Wo re. Sir? 

Mr. Jupp. The big shots got the foreign furniture? 

Mr. Wotre. I had nothing to do with it. Had we been in the 
same situation financially, had Germany been in the same financial 
situation, at the beginning of the apartment project, 1 would have 
taken bids from other countries; yes, sir, to get a better quality for 
a cheaper price. 

Mr. Brownson. Do you mean by that the financial situation in 
Germany had improved to a point where it wasn’t a necessary con- 
sideration? 

Mr. Wotre. They went from a very definite deficit in European 
Payments Union to a very estensive surplus, where they are today. 

Mr. Brownson. I think that is very encouraging. 

Mr. Wourer. That is one of the reasons you have no dollar aid today 
except for Berlin. 

Mr. Jupp. The Germans went through the wringer on that, aban- 
doned socialism, adopted free enterprise and recovered, which is 
astonishing to people who don’t believe in free enterprise. 

Mr. Wourer. That’s right, sir. 

Mr. Jupp. There are few places in the world it cannot be done. 
That ought to be pointed out periodically. The Belgians and Germans 
recovered better than anybody else because they abandoned a lot of 
their Socialist dogma and practice. 

Mr. Brownson. Mr. Wolfe, will you now discuss the office-building 
project briefly? 

Mr. Wourn. Well, the office-building project, which has been called 
a lot of names—and | wish everybody could see the inside of the 
office building—actually, it was designed—TI think I have a picture of 
it here to give you an idea—I would like to talk from that if I can 
find it—the office building was built around an area of what we called 
the old residence which was the unilateral headquarters of the High 
Commissioner when he would go to Bonn, or for the allied High 
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Commission meetings, and where our secretariat committee staff 
maintained their headquarters prior to the move. 

| am sorry I don’t have a picture. I thought I had one here. 

Well, in the first place, of course, again we’re trying to look ahead 
as far as we possibly could, knowing that we were constructing a 
building here that the United States would not need after the contracts 
were signed and after the peace treaty was settled in Germany, and 
we got down to anormal embassy. So, we tried to plan accordingly. 

Consequently, we constructed one large building, all of which is 
stone and concrete. All partitions in the building, except load-bearing 
walls, are of plain, ordinary, what we would call, plasterboard, I 
believe, or wallboard. The wings extending from the residence to that 
large building are all stone and concrete—I mean steel and concrete 
up to the first floor. Be yond that they are all prefabricated, temporary 
type structure, I would say, similar on the inside to the temporary 
buildings here that we constructed during the war. The biggest 
difference is that the outside is plastered, a good, old German custom 
of finishing on the outside. That is 4 to 5 wings of the building. 

Our plans were to gradually go to the big building as our strength 
was reduced, releasing these wings for other use by the Germans, or 
to rent. 

As an example right now, the British, for instance, have asked me 
if | can possibly make room for 300 of their embassy beginning the Ist 
of August, because the 150—only 150—can get in the new embassy 
and they want 300 more in the Bonn-Bad Godesberg area and leave 
the balance of about 150 out at Cologne. 

Mr. Lanrarr. Mr. Chairman. 

Mr. Brownson. Mr. Lantaff. 

Mr. Lantarr. In that connection, Mr. Wolfe, you have had 
similar offers from private firms, have you not? 

Mr. Wotre. Yes, sir 

Actually, what we have done now—in fact, I was talking to a 
German official just before I left, who is responsible for this, and his 
greatest pressure is from the other diplomatic missions. They just 
can find no place in that area, no suitable housing in that area at all, 
and asked that we rent the space. 

Now, it is divided suitably for that purpose. I think if you look 
at our report—lI’ll show you a picture of it here someplace—here’s 
one on pages 255 and 256 which probably gives you a better view. 
The large building there is the one that we will reduce to, and the 
wings that you see on the left of the picture are the ones that will be 
allocated out or rented out; and, of course, we had in mind, too, the 
security problem involved. Those plans are all taken care of and 
all arrangements made for that in case we’re in a position to do it. 
There are separate entrances—for example, if you look on page 255 
to each of those wings. All of our communication system except the 
telephone is located in the big building. So we’ve designed it and 
planned it to utilize that building. 

That is steel and concrete all the way. The others are prefabricated 
wood, with just the wallboard partitions. 

The land is zoned by the Federal Government. We have use, free 
use, of this land, free of all taxes and that sort of thing, until 90 days 
after we construct a new Embassy in Germany. 
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Mr. Jupp. What do you mean, a new Embassy someplace else 
than Bonn? 

Mr. Wotre. Anyplace, sir. 

Mr. Jupp. Except Bonn? 

Mr. Woure. If we never build an Embassy, we have this forever. 
If we build, naturally the idea we had in mind, if and when we move 
to Berlin, why, we 

Mr. Jupp. Well, don’t you call this an Embassy? 

Mr. Wotre. Yes, sir. 

Mr. Jupp. Then, what you mean is another Embassy? 

Mr. Wore. Another Embassy is what we mean; yes, sir. 

Mr. Lanrarr. Mr. Chairman. 

Mr. Brownson. Mr. Lantaff. 

Mr. Lanrarr. If you should relinquish one or more of the wings, 
then the German Government would take it over and we would have 
no rights whatsoever with reference to reacquisition of ove of those 
wings should we have need for it, would we? 

Mr. Wo.tre. We could reserve that at any time we turn it over to 
the Germans; yes, sir. 

Mr. Lantarr. My understanding is they were built under contracts 
which provided for our use as long as necessary for our purposes? 

Mr. Woure. Our purposes. 

Mr. Lanrarr. Now, if we should give up the wing and the British 
should move in and then, because of some unforeseen circumstances, 
we should have need for that wing again, we would have to compete 
with the British for the rental of it, wouldn’t we? 

Mr. Woure. No, no; we have made those arrangements with the 
German Government. 

This question came up some time ago, and——— 

Mr. Lantarr. Where in the contract is that provided for? 

Mr. Wo.re. The contract doesn’t call for that at all, and it didn’t 
come up until some time after. Our position was, all right, we just 
won't release this building unless we can have certain stipulations 
anytime we release it. If we need it back, we get it back. 

And they have agreed to it, and before we permit that or release 
any space for that purpose that will be an amendment to this contract. 

Mr. Brownson. Mr. Wolfe, where are the construction figures on 
this office building? 

Mr. Wo tre. In my report, sir. They’re on page—— 

Mr. Lanrarr. 127. 

Mr. Wo re. 127, office building. 

In the GAO report it is on page 6. 

Mr. Brownson. Your figures on 127 include the cubic-foot cost. 

Mr. Woure. No, sir; it does not. 

Mr. Brownson. Could you get that from your engineers? 

Mr. Wours. Yes, sir. 

Mr. Brownson: As well as the basis for figuring the cubic-foot 
costs, so we might make comparisons. 

(These figures will be found in the appendix, as exhibits 40 and 41, 
pp. 274-276). 

Mr. WotrFe: Yes, sir. 

Mr. Brownson. With a similar type construction and such to be 
located. 
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Mr. Wotrs. If I recall correctly, he said it was less than 50 cents, 
but I would like to check that figure and be exact on it. 

Mr. Brownson. Do you have a criterion established for figuring 
the amount of floor space, for instance, per employee? 

Mr. Wours. Yes, sir; we very definitely have. 

Mr. Brownson. May we have that criterion for entry in the 
record? 

Mr. Woutrs. Yes, sir; it is roughly 100 square feet per employee, 
including everything. 

Now, in addition to that we can break that down. It averages 
out about 100 square feet per employee, but we break it down into 
different offices. Naturally, for instance, Dr. Conant has more than 
100 square feet. Our library takes up a lot, community center, and 
so on; but we have a complete criterion for that. 

Mr. Brownson. When you figure this 100 square feet per employee, 
is that per United States employee? 

Mr. Woutrer. No, sir; per employee. 

Mr. Brownson. That is per employee total? 

Mr. Wotrr. Yes, sir; those requiring office space. 

Mr. Brownson. That is the point I wanted to make. You do not 
include chaffeurs? 

Mr. Wotre. No, sir. 

Mr. Brownson. Of course not. 

Mr. Wotre. Only those requiring office space; yes, sir. 

Mr. Brownson. Do you have a breakdown readily available which 
would be a counterpart of the breakdown we requested yesterday 
on the United States employees for your German employees that is 
the total you have for the functions they perform? 

Mr. Wotre. The total we have and the functions they perform—— 

Mr. Brownson. Broken down by functions. 

Mr. Wotre. Yes, indeed. 

Mr. Brownson. We would appreciate it if you would supply that 
for inclusion at the same point in the record. 

Mr. Wotre. I will supply it from Germany. I have detailed 
figures on it. 

(The figures showing HICOG local employees as of February 28, 
1953, marked ‘‘Exhibits 50-A, 50—B, and 50—C”’ are as follows:) 


Exarsit 50A 


HICOG local employees as of Feb. 28, 1953: Positions assigned to headquarters 
units, showing geographic location 


Bonn sys Berlin | Bremen) Munich — Others | Total 


Office of High Commissioner 

Office of executive secretary 

Office of Economic Affairs 

Office of Political Affairs........._- 

Office of General Counsel 

United States courts for Germany 

United States element, Military 
Security Board 

Office of Public Affairs_- 

Office of Executive Director 

Replacement pool ca 

Office of coordinator and special ad- 
viser 
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Exuisit 50B 


HICOG local we as fre Feb. 28, 1953: Positions assigned Berlin element 


Division als | Division 


Office of U. 8. Commander 2 || Economies Affairs Division—Con. 


Office of Director Program Branch 
Allied Kommandatura 


Administration Division _- 
Public Safety Division 
Legal Affairs Division ¢ Public Affairs Division: 
Politica) Affairs Division an 3 Office of Chief - 


Eastern Affairs Division .....___- Cultural Affairs Branch _- 
Consular Affairs Division ._..... ‘ Information Branch 


Subtotal, economic affairs 


Economic Affairs Division: ae Subtotal, public affairs__ 
Office of Chief a 
Industry Branch 


Total, Berlin element 
Finance Branch 





Exursit 50C 


a Feb. 28, 1953: Positions assigned consular offices 


“ ir) 

; | 1C onsu- | 
Jussel-| Frank-| Ham- . | Stutt- | lar sec- | 
dorf fort burg Munich gart tion, 

Bonn 
} 


| 
Bremen 


Executive Section 

Civil Relstions Section 
Visa Section 

Consul r Services Section 
Reports Section 
Administrative Section 
Public Affairs Field Center 
IBS/Munich Radio Center 





Total__.. 





Mr. Brownson. That completes, as far as I am concerned, ques- 
tions on the office. 

Mr. Wotre. I think we have material in the record about the 
German housing project in Bad Godesberg. 

Mr. Wo tre. Yes, sir; I think we have. 

Mr. Brownson. Are there any other programs that have been 
worked out by the High Commissioner’s Office, other than the recrea- 
tional program, the German housing program, the American housing 
program and the six special houses of your personnel? 

Mr. Wotre. Other than the work we did on the American consular 
housing, ves, sir. 

Mr. Brownson. Have you taken over remodeling or building 
houses in the vacation areas of Germany for State Department 
personnel? 

Mr. Wotre. Absolutely not, sir, never heard of it. 

Mr. Brownson. Are there any other questions of Mr. Wolfe at 
this time? 

Mr. Lantarr. Just one observation: In connection with the other 
housing program which we discussed before, the American housing—— 

Mr. Wotre. Yes, sir. 

Mr. Lantarr. And the one housing unit that had been constructed, 
it is my understanding now that the State Department policy will be 
to submit all such projects whether requiring the use of dollars or 
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requiring the use of counterpart funds to the Bureau of the Budget 
for clearance prior to the expenditure of any such funds, is that correct? 

Mr. Wotre. Certainly, certainly that is correct insofar as our 
recommendations, Mr. Hefner’s, Mr. Riddleberger’s, and my recom- 
mendation to the Department is concerned, and certainly that would 
be true as long as I am Executive Director in Germany. 

Mr. Lanrarr. Well, I’m very hopeful that your recommendation 
will be followed because I think that that is the only way that we 
can prevent a future inquiry of this kind after the construction has 
already been completed, and I am very hopeful you can prevail on 
the State Department. 

Mr. Wotre. Right, sir. 

Mr. Lantarr. That is, to clear any expenditure of these funds for 
construction or for any other project through the Bureau of the 
Budget in order to obtain congressional approval. 

Mr. Wotre. Right, sir. 

I would like to point out, Mr. Chairman, if I may, on the recrea- 
tional area, I have just had the latest auditors’ report on the recrea- 
tional area, and | am very happy to say we are now and have been 
meeting every expense of maintaining and operating those installa- 
tions plus a reserve at the present time amounting to $175,000, which 
we can count as maintaining in like new condition or amortization or 
what have you in any way we want, any way Congress wants to 
figure, and that figure will continually grow. 

Mr. Lanrtarr. In that connection how does the commissary 
operate? 

Mr. Wotre. The commissary is operated by the organization out 
of community services funds. 

Mr. Lantarr. What are those funds? 

Mr. Wotre. Those are funds belonging to the individual. We have 
built it up over a period of time. Profits from the commissary, from 
the sales store, all the recreational facilities, and so forth. That fund 
is gradually built, and it is now operated entirely out of, you might 
say, personal funds of the individuals. 

Mr. Lanvtarr. Is that similar to an Army commissary? 

Mr. Wotre. No, sir; not in this respect. In the State Depart- 
ment commissary we must pay all transportation costs, and we must 
pay all salaries, utilities of the building, and that sort of thing. 

That is not the case insofar as the Army is concerned. 

Mr. Lantarr. In connection with the building that was constructed 
for the commissary, does this commissary unit pay rent to HICOG? 

Mr. Wotre. We have set aside a reserve for rent; yes, sir; in order 
to maintain the building in like-new condition or to put it up as 
amortization or however it is decided. 

Mr. Lantarr. You say you set aside a reserve for rent. Do you 
pay rent now? 

Mr. Wo re. No, sir; that is set aside in the account in reserve and 
is subject to discussion as to how it shall be paid. 

Mr. Lantarr. At the present time you pay no rent? 

Mr. Wo tres. No, sir. 

Mr. Lantarr. For that commissary to HICOG? 

Mr. Wo ure. In effect we pay the rent by charging the commissary 
and requiring that the prices of the commissary be sufficient to 
increase this reserve continually. 
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Mr. Lantarr. That is for payment when the property is taken 
over by Germany, though. 

Mr. Wotre. No; this fund can be used now for major 

Mr. Lantarr. Why is not HICOG collecting rent now, since it is 
supposed to be a self-sustaining, self-operating unit? 

Mr. Wo ure. It is, sir, by placing it in these reserves. If they 
want to put these in miscellaneous receipts and then come back and 
require appropriations for the maintenance and operation, fine. 

Mr. Lantarr, Well, now, that is the point I am getting at. In 
overseas bases do we furnish State Department personnel and our 
other overseas personnel, in Mutual Security and all the other agencies, 
with commissary privileges? 

Mr. Woure. Oh, yes, sir. 

Mr. Lanrarr. But that is supposed to be on a self-sustaining basis. 

Mr. Wotre. Oh, yes; it is all on a self-sustaining basis, just as ours 
is today. 

Mr. Lantarr. Now, if this building was built out of GARIOA 
counterpart funds, why is it that unit is not paying rent therefor to 
HICOG? 

Mr. Wo.re. Well, it is, sir. It is paying rent to HICOG, and we 
have blocked that money. 

Mr. Lanrtarr. You say it is set up as a reserve for 

Mr. Wourer. No; it’s paid to HICOG, and we have set it up in a 
reserve of nonappropriated funds pending the determination of 
either paying this into miscellaneous receipts and coming back 
for 

Mr. Lanrarr. Well, unless it’s paid into miscellaneous receipts, 
it’s just a Federal subsidy, is it not? 

Mr. Wours. Well, it is not planned as such, and it is not going 
to be with the reserves, when we make the determination of paying 
it io, if that is the determination, of paying it into miscellaneous 
receipts. 

Mr. Lantarr. Well, if the determination is not to pay it in, then 
it . a subsidy; if the commissary has to pay it in, it is not; is that 
right? 

Mr. Wore. No; the money then would be used as an amortization 
or as maintained like-new condition of the building, so that it’s 
always in the same condition. 

Mr. Brownson. Will the gentleman yield on that point? 

It seems to me an important factor concerns the amount and the 
method by which the fund is set up, as well as whether it is in reserve 
or not. 

How was your amount calculated? Is it calculated on the main- 
taining the building like new? 

Mr. Wotre. No, sir. 

Mr. Brownson. Or was it calculated based on the value of the 
building, the expected life of the building, and the normal real-estate 
methods of amortization? 

Mr. Wo re. Exactly that, sir; exactly that way, not only on the 
commissary but all recreational facilities, procurement facilities. 

Mr. Lantarr. How was the fund capitalized in the first instance? 

Mr. Wotrn. It was capitalized in the first instance by the Ex- 
change Service declaring a dividend—European Exchange Service, 
the Army PX, declaring a dividend to the office of the High Commis- 
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sioner when the State Department took over the prior operation. 
That was the principal capital of it. Prior to that time we had made 
little profits in bar and restaurant activities of the Bad Godesberg 
post that you were in. 

Mr. Lantarr. With reference to the school, how is that operated? 

Mr. Wotre. The school—— 

Mr. Lantarr. Is that supplied——— 

Mr. Wotre. In the case of the Army and in the case of the State 
Department in Germany, Japan, and Austria, there is an appropria- 
tion of $238 a year for elementary-school children, and that is operated 
from that fund and any deficit paid for by the parents. 

Mr. Lantarr. You contract with your teachers here? 

Mr. Wotrsg. Yes. 

Mr. Lantarr. And State Department personnel? 

Mr. Wotre. No, sir. We use the Army system, the European 
Command. We contract with them to run our school, and we turn 
the money over to the Army, and they run our schools, and it’s a very 
effective system. 

Mr. Lanrarr. If the school building had not been provided out 
of this GARIOA fund, would it have been necessary to seek dollar 
appropriations for that purpose ? 

Mr. Wo re. No, sir; we could have used occupation cost. 

Mr. Lanrarr. Or is the $230—— 

Mr. Wourr. The $230—— 

Mr. Lantrarr. Supposed to cover the school plant and the teachers’ 
salaries? 

Mr. Wo.re. No; that’s the teachers and operation of the school 
throughout the year, the school year, the teachers and the books and 
the miscellaneous items and the maintenance of the school and that 
sort of thing. 

Mr. Brownson. Mr. Wolfe, I wonder, just in summary now, at 
the end of your testimony before the open hearing, could you answer 
very briefly a set of questions which would tend to summarize this 
hearing? 

Would you have approved this Bonn-Bad Godesberg building 
project in its entirety on the scale in which it was built if dollars were 
to be used and if you had to appear before the Appropriations Com- 
mittee to testify in justification? 

Mr. Wotre. Not only recommended it, sir; I would have urged it. 

Mr. Brownson. You don’t in this case, then, consider the deutsche- 
marks as any peculiar type of money of lesser value but believe the 
same standards should apply to deutschemarks and to dollars? 

Mr. Wotre. Most assuredly. 

Mr. Brownson. Isn’t it true that if the project had been built for 
fewer deutschemarks that these deutschemarks would still be available 
for use in behalf of Germany? 

Mr. Wotre. That is correct, sir. 

Mr. Brownson. Isn’t it also true that eventually we may have to 
appropriate more dollars for German needs? 

Mr. Wotre. As of the present time, no, except for Berlin. 

Mr. Brownson. Do you know what the balance was in the GAR- 
IOA account when the building in Bonn commenced? 

Mr. Wo tre. Between five and seven hundred million deutsche- 
marks. I will give you the exact figure in the record, sir. 


33693—53——22 
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Mr. Brownson. And will you also supply the balance when the 
building terminated and the balance as of the latest possible dates? 
Mr. Wo re. I will, sir. 
(The figures furnished by Mr. Wolfe, marked ‘Exhibit 51,’ are as 
follows:) 
Exursit 51 


Status of GARIOA counterpart—Cash balances on certain selected dates 


Jan. 31, 1950: 
in GAMO A se00unt ... 2 .ie se cosa. o D M669, 934, 355 
fe Sees eecounts.. 2... =.......-. 61, 794, 685 
————-_ D M731, 729, 040 
Oct. 31, 1951: 
In GARIOA account SD ate cas : 480, 477, 516 
Be FIO ROCCE so eecemens 1 103, 198, 555 





583, 676, 071 
Feb. 28, 1953: 

In GARIOA account_-___-_---------- 150, 788, 691 

In BICOG accountes £226 oo eae ek 2 21, 009, 387 

——_—_—_——_ 171, 798, 078 


1 In addition to GARIOA funds, HICOG received income from revenues between October 16, 1949, and 
October 31, 1951, totaling DM 48,362,429, a portion of which is included in October 31, 1951, cash balance. 

2 In addition to GARIOA funds, HICOG received income from revenues between October 16, 1949, and 
February 28, 1953, totaling DM66,788,047 and DM11,000,000 transferred from the High Commissioner's 
operating fund. A portion of these amounts are included in the February 28, 1953, balance. 


Mr. Brownson. Are all the bills on the Bonn project paid? 

Mr. Wotre. Not quite, sir. The land cost is not paid, and there 
is some money being held back until the contractors’ year guarantee 
expires. 

Mr. Brownson. If you will give us an overall summary of the 
amount of money you paid in deutsche marks on the Bonn project, 
we will appreciate it. 

Mr. Wotre. According to my record here, it is DM5 million, of 
which two million seven is on the land. 

Mr. Brownson. If this Bonn project was consturcted, in other 
words, to meet what might be anticipated peak employment needs, 
why was no use made of any temporary construction? 

Mr. Wo tre. No, sir; it was not designed to meet peak employment 
needs. As of the time we moved to Bonn, as I think it will show you 
here in our 1950 plan, which we will go over with Mr. Kennelly later, 
our peak employment of headquarters at that time was almost 1,200. 
We built for 500. 

Mr. Brownson. What supervisory control is exercised over 
HICOG by the State Department? 

Mr. Wo tre. I prefer that Mr. Riddleberger answer that question. 
I am sure he could answer it more intelligently. 

Mr. RrppiesperGer. Mr. Chairman 





Mr. Brownson. I would like to get Mr. Wolfe’s concept of the 
control first. We can put Mr. Riddleberger on a little later. 

Mr. Wo.re. Naturally, sir, we are responsible to the State De- 
partment and the State Department is fully responsible for our 
activities. 

Mr. Brownson. Now, are regular inspections of HICOG made by 
the Foreign Service inspectors? 
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Mr. Wore. They started inspection 2 years ago. They had to 
discontinue it because the inspector was called back. They started 
again and that inspector was called back. They just started again 
about 2 months ago. The inspection at the headquarters itself will 
begin the Ist of May. 

Mr. Brownson. | would appreciate it if at this point you would 
give us a list of all the nonappropriated funds that are available in 
Germany for purely American use- 

Mr. Wotre. Yes, sir. 

Mr. Brownson. Please include the types of funds and their origins. 
We are especially interested in the funds available to the High Com- 
missioner for use without justification. 

Mr. Lantarr. Mr. Chairman, that would include the 25 percent 
GARIOA—— 

Mr. Wo tre. Oh, yes. 

Mr. Lanrarr. Or funds of like account which are credited to the 
Federal Republic, which can be spent 

Mr. Wotre. Yes. 

Mr. Lantarr. By authorization of HICOG. 

Mr. Wore. Oh, yes. 

(The figures furnished by Mr. Wolfe, marked ‘Exhibit 52,” are as 
follows:) 

ExuHiBit 52 
Funds available for HICOG operations ! 


{In millions of dollars] 


1951 1952 


Dollars—Salaries and expenses: 
Department of State 
Government of occupied areas - - - 


Suteth iis... -iaies- 
Dollar equivalent of local currencies: , 
From sources authorized by Government in occupied areas appropria- 
tion Fe 
From occupation costs 
BON knw aciscced. di , shbdoube | 79.9 


Grand total_....- ened i 112.4 111.3 


1 1953 adjusted in accordance with recent budget review. All figures exclude reimbursements. 


Mr. Brownson. I would now like to have Mr. King take the stand, 
please. 

If there are any other questions of Mr. Wolfe, there will be an ex- 
ecutive session with him later this afternoon. 

Mr. Kennewiy. Was any furniture purchased, Mr. Wolfe, for the 
Frankfurt housing project, or for any other project in Germany, from 
East Germany? 

Mr. Wotre. No, sir. We even had an inspector in Berlin at the 
manufacturing center in West Berlin to be sure he didn’t even use 
any materials in East Germany. 

Mr. Brownson. Will Mr. King take the stand, please. And will 
you bring with you also your Deputy Director. 
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FURTHER TESTIMONY OF LELAND W. KING, DIRECTOR OF FOR- 
EIGN BUILDINGS OPERATIONS, FOREIGN BUILDINGS OFFICE, 
DEPARTMENT OF STATE; ACCOMPANIED BY EDWARD J. 
KERRIGAN, DEPUTY DIRECTOR OF FOREIGN BUILDINGS OP- 
ERATIONS 


Mr. Brownson. You presented the staff with a memorandum 
dated March 18, 1953, including a copy of Engineering News Record 
of September 4, 1952, which issue covers authoritative annual reports 
on United States construction costs for the period ending July 1952, 
together with tabulation of expenditures by the Foreign Buildings 
Operations on the long-range consular buildings program since the 
end of the war in Germany, and also the Federal Buildings Operations 
expenditures on the Bonn projects, and also a tabulation of adjusted 
program estimate for consular/America House program, Germany, 
from counterpart funds. 

I would like to ask unanimous consent that as much of this material 
as the staff deems appropriate be included in the record. 

(The memorandum and attachments referred to is included in the 
appendix as exhibits 53A and 53B. Selected statistics taken from 
the March 18, 1953, issue of the Engineering News Record are set 
forth in the appendix as exhibit 54.) 

Mr. Brownson. Would you like to discuss that area very briefly, 
Mr. King? 

Mr. Kine. The four points that you just mentioned, or one specific 
point? 

Mr. Brownson. The four points in general which are included in 
this memorandum. 

Mr. Kina. The Engineering News Record is generally considered 
an authorative journal to architects, engineers, to speculative builders, 
and financing outfits on building costs throughout the United States. 
There is some attempt in that particular journal to relate United 
States material and labor costs to overseas material and labor costs 
in certain areas. 

I do not believe you will find in that particular issue any helpful 
data on overseas costs. However, on the material and labor index 
in Germany, I pointed out on page 148 of the ENR issue for September 
4, certain comparable maximum, minimum, and average costs for 
structures comparable to that construction under the program in 
question. I think the committee will find that, by the most severe 
comparison between United States costs and those achieved on the 
German program, good standards of construction and contractual 
relations have indeed been achieved. It is my own judgment, with 
what is really a casual observation of the completed Bonn-Bad 
Godesberg project, that the cost indexes achieved on a unit-cost basis 
in the United States—and we usually figure on a per-cubic-foot cost 
basis—the achievement is truly remarkable. To undertake and com- 
plete a construction program of $28 million within the time limits 
imposed upon HICOG is really without precedent. 

Mr. Brownson. You say time limits imposed on HICOG. You 
mean by the situation? 

Mr. Kina. Yes, sir; by the situation, measuring it as between the 
time the decision was made to move and when the move itself was 
actually completed. 
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To complete the decisions, architectural and engineering, to com- 
plete the working drawings and specifications, to obtain competitive 
bids, and to complete the construction within the 10- to 11-month 
period, I think, deserves recognition by any fair-minded group. 

Mr. Brownson. Mr. King, how does the lavishness or scale or 
size of the Bonn houses and apartments compare with other similar 
housing apartments under the supervision of the Foreign Buildings 
Operations in other countries? 

Mr. Kine. I furnished the committee as the first enclosure a tabu- 
lation of what is known as position houses in the Bonn project, mean- 
ing housing generally for the top-ranking officials, similar housing in 
London, Paris, Rome and ‘Tokyo. 1 would like to point out here, 
however, one very important difference. Every one of the projects 
which we submitted represents the acquisition and improvement of 
existing property as opposed to the development of unimproved 
property or the construction from scratch of similar facilities. 

There were a number of reasons for that. These that are cited are 
all in the 1947, 1948, 1949 period in which new construction would 
have been very difficult to undertake and very expensive. Since 
1949 there has been no construction of this type house, new construc- 
tion of this type house by the Foreign Buildings Operations, with one 
or two very minor and irrelevant exceptions. 

Mr. Brownson. I noticed with particular interest a section per- 
taining to Paris at 79 Rue de la Faisanderie, the counselor of embassy 
and regional executive officer. I notice the furnishings cost on that 
was $9,987 as compared to the furnishings cost that we have just 
discussed for the 6 houses in Germany. Considering the standards of 
comparison in Paris, | wonder why that disparity exists. 

Mr. Kine. The disparity there is accounted for by the fact that 
the present occupant has a great deal of furnishings of his own. That 
should have been noted here on the figure. 

Mr. Houitrzman. What was that? 

Mr. Kine. The present occupant has a great deal of furnishings 
himself. 

Mr. Hourzman. You mean the Parisian occupants? 

Mr. Kina. Yes. By direct comparisons of that cost on that 
porperty to the others, there is an equal disparity. 

Mr. Brownson. Is that same thing true of the residence of the 
supervising consul general at 16 Fujimi-cho in Tokyo where we have 
$14,500 in furnishings? 

Mr. Kina. I believe that house is completely furnished. 

Mr. Brownson. You believe that the $14,500 completely furnished 
the house? 

Mr. Kina. Yes, sir. 

Mr. Brownson. Do you care to make any comment about the 
comparison of the scale and the lavishness and the extremely large 
floor space and cubic feet of these houses and apartments in compar- 
ison to the type of construction that you are building in the rest of 
the world? 

Mr. Kine. Mr. Chairman, I have visited two of these houses; and, 
by direct comparison to any of the houses listed in my submission, I 
would say they compare very favorably. For the type of use that 
these position houses in Bonn will be put to, I can see no place in the 
planning where any substantial economies could be effected. 
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As to the specifications which govern the workmanship, finish, and 
materials, I have never examined them, but upon superficial observa- 
tion they appear to be in line. 

Mr. Brownson. You testified that the cubic footage cost repre- 
sented, in your opinion, a fairly good construction practice and good 
supervision, did you not? 

Mr. Kina. Yes, sir; and by direct comparison to the authoritative 
ENR reports. 

Mr. Brownson. My question now is based on the assumption 
that you are right in that respect and that part of the excessive cost 
of this project resulted from an excess of cubic footage. That is the 
area that I had hoped you would discuss in comparison with your other 
foreign building operations throughout the world. After all, this 
Bonn project resulted in a lot more money being spent in one little 
area than you had appropriated to spend all around the rest of the 
world. I am interested in a comparison of standards that you ob- 
served in other buildings with the standards observed in the Bonn- 
Bad Godesberg area. 

Mr. Kine. The construction cost on the 5 position houses in Bonn, 
as I understand it, range from $70,000 to $90,000, other than the 
deputy chief of missions. The construction cost on the some 12 units 
that I have selected from the top-ranking officers of the 4 capitals 
range up to $96,000 from as low as $56,000. 

Mr. Brownson. I was interested, in light of the testimony which 
I think you heard also before the Miller special subcommittee of the 
House Committee on Government Operations, discussing the consular 
America House program. A responsible housing and home finance 
official testified that this apartment house construction, for instance, 


did not compare very favorably with examples which he produced 
throughout the U nited States. 


Mr. Kiva. Yes, sir. 

Mr. Brownson. So far as economy was concerned. 

Mr. Kina. During that hearing and again today, I take issue with 
the figures given by this agency. I am not sure of their sources. 
I do not recall that they revealed how the figures were developed, 
but I did and I do seriously question that the units comparable to 
those under consideration could be built for the price that they state. 

Mr. Brownson. The figure that they supplied is from the Engi- 
neering News Record. 

Mr. Kina. All category buildings. 

Mr. Brownson. I haven’t noticed any particular figures on private 
residences, and that is why I am anxious to develop this figure on 
residences in the light of your observations since we have no ENR 
standard for comparison. 

Mr. Kina. I think we would all recognize that any given house 
would vary in cost from a norm of 100 percent to minus 50 to plus 
300 percent. I saw a house in New York last week under considera- 
tion for Ambassador Lodge that was priced at $300,000. It had 
$1 million worth of furniture in it. That house had all of its mechan- 
ical facilities in duplex. It could be reproduced for I think, approxi- 
mately one-half the actual investment, but it wouldn’t be the same 
house by any means. 


Mr. Brownson. You mean it has a complete standby utility 
system? 
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Mr. Kine. Everything from sprinkling to heating systems. 

Mr. Brownson. It sounds like it was built by a retired naval 
officer. 

Mr. Hoitrzman. How much did it cost? 

Mr. Kina. The asking price is $300,000. It has no grounds at all. 

Mr. Brownson. Is this residence being considered for Mr. Lodge, 
our United States Ambassador to the United Nations? 

Mr. Kine. Only one of a good many properties under considera- 
tion. I simply pointed that out as an ex: imple of how the cost of a 
given house can sogr. The principal drawing and bedroom are all 
paneled with imported paneling and imported floors, such things as 
special plumbing fixtures throughout, and that sort of thing. None 
of those plush characteristics—I have not seen any of those charac- 
teristics—in the Bonn housing. 

Mr. Brownson. Will the Ambassador be consulted about the final 
choice of this residence he will occupy in New York? 

Mr. Kina. Yes, indeed. 

Mr. Brownson. His decision on that house will probably be a very 
accurate criterion as to whether he is ever going to run for public 
office again. 

Mr. Kine. I think Ambassador Lodge is aware of that. He, in 
fact, told me that he was very much concerned with the recommenda- 
tion to Congress that it be based on a practical economy, but the 
question of cost or the question of construction to house the represen- 
iatives of the United States is not an easy thing to answer. 

Look at the range in prices on the some 12 houses that I have 
selected in 4 capitals. We do not have a norm to draw from that 
is characteristic of the United States. There is no country in the world 
with the exception of a few places, such as Switzerland and the 
Seandinavian countries, that provide the quality of housing at the 
prices that can be found in the United States of America, and direct 
comparisons are unfair to both sides. 

Mr. Brownson. At this point I would like to ask Mr. Wolfe to 
return so that I might ask him a question or two. 


FURTHER TESTIMONY OF GLENN G. WOLFE, EXECUTIVE DIRECTOR, 


OFFICE OF THE UNITED STATES HIGH COMMISSIONER FOR 
GERMANY 


Mr. Brownson. Mr. Wolfe, may I ask you just one question in 
connection with your testimony. Did I understand you to say that 
the construction costs in Germany were approximately the same now 
as they were immediately prewar? 

Mr. Wotre. Construction costs? 

Mr. Brownson. Yes. 

Mr. Wo.tre. No, sir. 

Mr. Brownson. How do they compare? 

Mr. Wotre. Using 1936 as a point of 100, they are now 245. 

Mr. Brownson. I guess it was land costs to which you referred. 

Mr. Wourr. Land costs, by their control, they have maintained, 
particularly in the Rhineland-Westphalia area, at prewar prices, but 
there is a terrific amount of pressure now to raise it, but they are still 
holding their own. 

Mr. Brownson. Then if we were to take land costs of these build- 
ings that have rather adequate grounds and construction costs to- 





336 USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 


gether, it would be probably 200 percent over the 1936 costs by far; 
that is, if the land costs remained constant and the construction 
costs were up 245 percent, just about double. 

Mr. Wotre. The general construction is better than double the 
construction cost. Now, comparing our figures here, deducting the 
land prices and arriving at an average for construction, utilities, and 
landscaping, I would say twice as much as it would have been in 
1936, at least twice as much. 

Mr. Brownson. Thank you, Mr. Wolfe. Now we will return to 
Mr. King. e 


FURTHER TESTIMONY OF LELAND W. KING, DIRECTOR OF FOR- 
EIGN BUILDINGS OPERATIONS, FOREIGN BUILDINGS OFFICE, 
DEPARTMENT OF STATE; ACCOMPANIED BY EDWARD J. 
KERRIGAN, DEPUTY DIRECTOR OF FOREIGN BUILDINGS OPER- 
ATIONS 


Mr. Brownson. I wonder, Mr. King, if you could find out for us 
and insert in the record at this point a description of the cost or 
appraised values or such other criteria as you can develop of our 
Embassy in Berlin before World War II and the Ambassador’s 
residence. 

Mr. Kina. That was an Embassy office on the Unter Der Linden. 
It also was an improved property which we purchased and altered. 

Mr. Brownson. I would be very happy to have you give us that 
information in the form of a description with any qualifications that 
you may have. 

Mr. Kina. Yes, I will do that, sir. 

(The information requested, together with other information con- 
cerning standards utilized by Foreign Buildings Operations in the 
acquisition or planning of diplomatic and consular establishments is 
set forth in the appendix as exhibits 55A to 55F, pp. 402-421.) 

Mr. Brownson. Have any similar programs to the one we have 
been discussing here been undertaken in other foreign countries using 
foreign credits? 

Mr. Kine. The largest apartment-house development that the 
Foreign Buildings Operations has ever undertaken was the 58-unit 
buildings recently completed in Tokyo. That is the largest single 
apartment-house project that we have ever had to face. There is no 
remotely comparable circumstance to the complete community 
facilities that were required in Bonn. 

Mr. Brownson. Is that financed from a type of counterpart funds? 

Mr. Kina. In Tokyo it is financed from the proceeds of the surplus 
property settlement against specific congressional authority under 
Public Law 547. 

In that connection it seems germane to point out that it took ap- 
proximately 2 years between the recognition of the need for that 
apartment building and going through the budgetary, congressional 
appropriations, planning, and construction stages, about 2 years to 
do that project under normal Foreign Buildings Operations procedure. 
Had that been applied to the Bonn project, which is a $28 million 
operation, I think they would be just about moving in now. 

Mr. Brownson. Taking as an example the Ambassador’s residence 
in Ankara, a building which I have seen, was that financed by any 
type of counterpart or blocked Turkish currencies? 
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Mr. Kine. That was financed from an agreement which was 
largely surplus property. I think there were also some reverse lend- 
lease factors in there. But there were no new dollar funds involved. 

Mr. Brownson. Was congressional approval obtained for that 
project? 

Mr. Kina. Yes, sir. 

Mr. Brownson. It was obtained for that project? 

Mr. Kina. Yes, sir. 

Mr. Lantarr. You have mentioned several residences and buildings 
that have been constructed through the use of counterpart funds 
from converted lend-lease funds or surplus property funds. In each 
instance, except the Bonn project, was prior congressional approval 
obtained for those projects? 

Mr. Kina. Every project that the Foreign Buildings Operations has 
undertaken has been through the regular procedure of budgetary and 
congressional appropriations. 

Mr. Lantarr. Is this the only project for which prior congressional 
approval was not obtained? 

Mr. Kina. Well, the Department, I think, takes the position that 
Congress did——— 

Mr. Lanrarr. I don’t care what the Department’s position is. Is 
this the only one, to your knowledge? 

Mr. Kina. Yes, sir. 

Mr. Lantarr. That is all. 

Mr. Brownson. What construction has been undertaken in 
Germany under the supervision of your office? 

Mr. Kina. Prior to the war, the Berlin Embassy which you 
mentioned was under the Foreign Buildings Operations supervision, 
and that is the only property that we owned in Germany prior to 
the war. 

Mr. Brownson. With that one combination of Embassy and 
residence, you say that was the only property that the United States 
Government owned in Germany prior to the war? 

Mr. Kina. That is right, sir. 

Mr. Brownson. We rented our consular residences and we rented 
our consulates? 

Mr. Kina. Yes, sir; a property in the Grunevald section of Berlin 
was given to us just prior to the war but was completely destroyed 
by bombing. 

Since the war we have acquired approximately $585,000 worth of 
properties in Hamburg and Munich, as listed under item No. 2 of 
the tabulation supplied your committee. 

Mr. Lanrarr. In that connection, you say you spent money for 
the acquisition of lands in other cities in Germany? 

Mr. Kine. Yes, sir. 

Mr. Lantarr. Since the termination of the war? 

Mr. Kina. Yes, sir. 

Mr. Lantarr. What is the purpose of the acquiring of those 
properties? 

Mr. King. That was for the long-range consular-diplomatic and 
consulate needs in these two cities of Hamburg and Munich. 

Mr. Lantarr. Hamburg and Munich? 

Mr. Kina. Yes, sir. 

Mr. Lantarr. Were counterpart funds used for that? 








338 USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 





Mr. Kina. No; 
credits. 


Mr. Lanrarr. Was prior congressional approval obtained for that? 
Mr. Kine. Yes, sir. 


Mr. Lanrarr. Since we are changing our policy 





they were financed from the surplus property 







in purchasing 
these residences rather than renting them, is there some economy in 
owning rather than renting? 

Mr. Kina. Well, of course, in Germany the country is so devas- 
tated that the average room use is two persons. It is an entirely 
unique situation. 

Speaking generally, the ownership of property by the United States 
Government, espec ially as an offset to blocked credits on a tax-free 
basis, properly handled, should be a very good economic basis, and I 
think it has so proven. 


Since 1947, Foreign Buildings Operations has completed some six- 


hundred-odd projects in 72 countries, of which 97 percent have been 


financed by various payments against lend-lease and surplus property 
credits. ‘The cumulative rental ; savings in that operation since 1947 
is in excess of $20 million—to give you a quick measure of a return 
on an investment of $110 million. 

Mr. Lanrarr. In connection with the acquisition of this property 
at Hamburg and Munich, do you have plans for consular residences 
and office space? 

Mr. Kina. Yes, sir. That is now merged with the so-called con- 
sular/America House program which was discussed by the Miller 
subcommittee several weeks ago. 

Mr. Brownson. Mr. King, were any of the buildings in Germany 
financed by using foreign credits available under the authority of the 
Foreign Service Buildings Act used in any way in connection with 
the occupation of Germany? 

Mr. Kine. No. 

Mr. Brownson. Not in any way? 


Mr. Kina. No; unless the consulate general in Hamburg can be 
considered under the present status of the United States in Western 
Germany as occ upation. 

Mr. Brownson. That is what I mean; Army people moving in and 
out of these missions and other types of missions that are interlocked 

Mr. Kine. I am sure there must be some interlock there. Mr. 
Wolfe can testify better on the consulate in Hamburg than I can. 

Mr. Brownson. I am talking about the buildings that have been 
built using foreign credits and that are being proposed using foreign 
credits under the authority of the Foreign Service Buildings Act. 
I am interested in whether or not they are partially used in connection 
with the occupation, at present. 

Mr. Kine. Our acquisition was not made with any reference to 
needs in terms of occupation; no. And the only building that is 
being used that was purchased is the one in Hamburg. 

Mr. Brownson. I would like to know where you draw the line 
between the buildings that are built under this foreign buildings 
operations and under the Foreign Service Buildings Act and these 
buildings that were constructed supposedly for the “occupation alone 
which bypassed this regular authority. 

Mr. Kine. At the time the acquisition in Munich and Hamburg 
was made, which was in June of 1950 through the latter part of 1950, 
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the type of operation that characterized Bonn was not in question 
and the Department sought to look ahead to the long-range diplo- 
matic and consular needs in Germany following a treaty not yet 
signed. It was a normal thing for foreign building operations at that 
time to look ahead in the pure hase of sites and improved property on a 
market which was and is undoubtedly more favorable than it will be 
as time goes on. 

Mr. Brownson. What criteria do you use in your office to deter- 
mine the scale, the square footage and the type of ornateness and the 
general architectural style of a house and apartment for Foreign 
Service personnel abroad? Do you have a scale, for instance, that 
sets up one standard for an Ambassador and another for a Minister 
and another for a consul and another for a vice consul and another for 
an attaché and so forth? 

Mr. Kine. a however those standards necessarily vary according 
to the location. A deputy chief of mission in London, England, faces 
an entirely different problem by way of representation than say the 
chief of mission in the consulate general at Naples, Italy. 

Mr. Brownson. Are those pretty clearly defined written stand- 
ards that you apply to these situations? Are they arbitrary, or 
are they adjusted more or less, as each individual case comes up? 

Mr. Kina. I would say that they are not arbitrary. They are 
developed by our office or by architectural consultants under our 
guidance, based on experience factors. In the case of offices, we 
have very set standards according to the type of function of the 
user of any given office, and that in turn derives from standards 
developed by Public Buildings Administration in this country. 

Mr. Brownson. Are these standards set down anywhere in writing? 

Mr. Kina. Yes, sir, as to office buildings? 

Mr. Brownson. As to office buildings and, more particularly, as 
to apartments and residence buildings. 

Mr. Kina. As to apartments and residences, they are not. 

Mr. Brownson. They are not? 

Mr. Kina. Because of the widely varying demands and needs 
from one city to another. It is really amazing how flexible it is 
necessary to be in moving from one climate or one political circum- 
stance to another around the world. 

Mr. Brownson. Do these standards apply to your construction 
around the world? 

Mr. Kina. Yes, sir. 

Mr. Brownson. They are definitely applied as a rule? 

Mr. Kine. Yes, sir, and they were applied on the Mehlem office 
buildings. 

Mr. Brownson. In what form is this criteria? 

Mr. Kina. In the form of office memorandum which is distributed 
among the regional offices. 

Mr. Brownson. Could we have a copy of that memorandum for 
inclusion at this point in the record, Mr. King? 

Mr. Kina. Yes, sir. 

(This information is set forth in the appendix as part of exhibit 
55, p. 402.) 

Mr. Brownson. Is there an accurate way, in your estimation, of 
measuring such things as prestige, representation requirements and 
necessity of entertainment as applied to the various types of personnel 
overseas? 
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Mr. Kina. Well, of course, there is a measurement of value that is 
intangible to begin with. There is a measurement of space needs. 

If, for instance, we were building a new residence for the Minister 
Counselor or the Deputy Chief in Paris, France, we would have pretty 
well-established criteria laid down by the post, as for instance the 
space requirements for the number of people he should entertain, 
which would control the size of the dining room and the size of the 
reception room. 

Mr. Brownson. Is that based on historic precedent, or is that 
subject to interpolation by the State Department in Washington? 

In other words, if I were the ambassador and I said I need a new 
house and my average dinner party consists of 26 people and when I 
have a reception I have 300 or 400 guests, do you accept that per se, 
or does it go through the desk handling that particular Ambassador, 
where the man at the desk may say, ‘“That is out of line. There are 
not that many people in the country. That should be reduced to a 
smaller figure.’’ 

Mr. Kina. In the design of the building, the architect uses the 

roposed standards as guidelines to create the general design of the 
Dui ding. That design is then taken up for detailed discussion with 
the appropriate officer at the post and in the regional political bureau 
of the Department of State, that is on any building of any significance. 
But site conditions have a large part to do with the ultimate archi- 
tectural design of any building, particularly residences. 

Mr. Brownson. You have given us your opinion on the office 
buildings in Bonn so far as practicality and efficiency is concerned. 
What opinion would you give on the 6 principal officers’ residences, 
the residences for the Ambassador and the 5 chiefs of sections? 

Mr. Kina. I believe that the residence for the Ambassador is below, 
and I am speaking now in terms of cost, below the cost that we would 
normally have to incur in a capital city of comparable magnitude. 

I have been a guest in that residence and [ think a really excellent 
job has been done by way of representative decorating and fitting out 
the house. 

As to the position houses, I believe I have already testified that I 
see no opportunity there for appreciable reduction in space. 

As to the costs that were ultimately incurred, I do not feel qualified 
to testify on it without proper technical study, which I have not made. 

Mr. Brownson. You have no written criteria in your office against 
which to measure the matter of those position houses and apartments? 

Mr. Kino. No, and I would like to explain why, Mr. Chairman. 
Out of some 474 residences which the Government now owns in 
some 272 cities around the world, 80 percent of them were improved 
properties, altered and repaired to the standards that we needed. 
Our experience factor in new construction of position houses is very 
small. 

Mr. Brownson. How does the man out on the post decide what 
kind of property to look over and describe in detail in his request for 
purchase? Isn’t there some kind of a scale, some kind of a square 
footage standard, some type of standard that you use as a rough 
yardstick? 

Mr. Kine. Yes, depending upon the position of the occupant, you 
would have 3, 4 or 5 bedrooms. You would have 1 2, or more 
living rooms. 
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Mr. Brownson. Do you have a standard for determining which 
post gets 3 bedrooms and which post gets 4? 

Mr. Kine. We have comparative standards. 

Mr. Brownson. If the Ambassador in Guatemala decides he needs 
a new residence and feels he has a good case and goes out looking for 
residence properties in Guatemala, or has one of his staff go out and 
look at residence properties, how would he have any idea of what to 
look for and what might ultimately be purchased? 

Mr. Kina. Well, usually, purchases of any consequence are either 
handled directly by the foreign building operations or under the close 
supervision of foreign building operations, in which the experience 
factor of many years is brought to play. Automatically we would 
not look for a $1 million residence, for instance, for an ambassador, or 
a $200,000 residence for the first secretary of an ambassador. 

Mr. Brownson. That is very encouraging. Do you have any 
maximums that you use as a rule of thumb? 

Mr. Kina. On projects where new design is involved, they go 
through the usual budgetary and congressional appropriation pro- 
cedures in which the amount set out for the individual project is 
stated. 

Mr. Brownson. Would you be kind enough, Mr. King, to confer 
with your field people and write us a letter describing in some detail 
your process for determining the scale on the property? 

Mr. Kina. Yes, sir. 

Mr. Brownson. We would like to get the policy on the purchases 
and the criteria you do apply. 

Mr. Kine. Yes, sir. 

Mr. Brownson. Take an actual case that has happened very 
recently, which would probably be the most helpful, and tell us how 
you arrived at the decision. 

Mr. Kina. Yes, sir. 

Mr. Brownson. I can appreciate you cannot have a standard with- 
out having a process that you go through, and an illustration of that 
kind would be helpful in making that determination. 

Mr. Kina. Yes, sir. 

(See exhibit 55A to 55F, pp. 402-421.) 

Mr. Brownson. So far as the apartment house construction in 
Bonn is concerned, what is your standard as to the American apart- 
ment housing construction for the housing of American personnel? 

Mr. Kina. As I understand, in that project the unit construction 
cost was 80 cents per cubic foot. By any reasonable standards that 
is a good cost. It represents close controls. It represents type of 
finish and workmanship. The ultimate cost per apartment is deter- 
mined by the size of the apartment. Mr. Wolfe has testified at length 
about that. 

Mr. Brownson. You mean that is a reasonable cost for the number 
of cubic feet involved? 

Mr. Kina. Yes, sir. 

Mr. Brownson. You are not commenting particularly on the size 
of the particular apartment. 

Mr. Kina. No, I have not commented on that. 

Mr. Brownson. Would you care to comment on the size of the 
apartments? 

Mr. Kina. I believe Mr. Wolfe has commented at some length. 
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Mr. Brownson. You are the man who represented the State 

Department in all discussions of the costs and construction, and you 
have great experience in this field. I am interested in vetting your 
reaction. 

Mr. Kine. Well, it is difficult to give you a simple answer on that, 
Mr. Chairman. The fact that you are housing families in apartments 
has a pronounced effect on their size and cost. The number of 3 
and 4 bedrooms in the Bonn project exceeds 50 percent of the total 
number of apartments. That is a condition that was imposed upon 
HICOG, due to their inability to either finance rentals or go out on 
the market. The point I am trying to make is that, if they could 
have gone out on the market and rented houses for their families, 
certainly those houses would have been larger than the apartments 
that they furnished and I venture also to say that if housing con- 
ditions were normal in Germany and the American personnel could 
be absorbed in any give n community and they were paid the allow- 
ances authorized by Congress, uniformly these higher ranking officers 
would occupy homes or apartments larger than those provided in 
Bonn. 

Mr. Brownson. We were talking to you the other day about any 
written directives, any authority of any kind which mandated you 
to keep out of the Bonn-Bad Godesberg projects. Up to then you 
had been looking into all these projects all over the world. 

Mr. Kina. Yes, sir. 

Mr. Brownson. Was there any specific directive that told you 
you need not pay any attention to the Bonn-Bad Godesberg project? 

Mr. Kina. A directive from the Under Secretary, I believe, dated 
December 1, was placed in the record by Mr. Riddleberger. I have 
also replied to that question by written memorandum to counsel. 

(This information is included in exhibit 13, p. 85, and exhibit 25, 
p. 167.) 

Mr. Brownson. Do you have any further questions, Mr. Lantaff? 

Mr. Lanrarr. No. 

Mr. Brownson. Mr. Holtzman? 

Mr. Hotrzman. No further questions. 

Mr. Brownson. At this point as we approach the close of the 
open hearings, I want to sincerely thank the representatives of the 
State Department and of the High Commission for their cooperation 
in this hearing. I appreciate the amount of work and the amount 
of time it takes away from your duties, and I hope the results of this 
hearing and the results of the report which the subcommittee will 
issue will be of equal benefit to the Congress of the United States 
and to the Department of State and the “other agencies engaged in 
this field. 

In closing, I would like to read excerpts from a newspaper article, 
which I ask unanimous consent be included in the record at this 
point in its entirety. 


This is the article from the London Daily Mail, December 18, 1951, 
Continental edition, and is as follows 


Bonn, Monday.—The Germans call it Little America, but in fact there is 
nothing little about it. The office and housing project erected by United States 
High Commissioner John J. McCloy in and on the outskirts of this pint-size 
capital city—and into which McCloy’s staff is making a mass migration from 


Frankfort this month—is the biggest nonmilitary construction ever undertaken 
by the United States Government abroad. 
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It also dwarfs all the other new buildings at present going up in 
Hollywood’s favorite terms—colossal and gigantic 
describe it. 

But impressive as is the new office setup, with its cafteeria for 1,500 persons 
and its expansive design, it cannot hold a candle to the projects calculated to 
house the Commissioner’s staff and their wives, babies, pets, and servants. 


gjonn. Only 
seem extravagant enough to 


Then it has a paragraph and goes on to describe these projects, not 
unkindly, pointing out the facilities and the conveniences that are 
offered for the occupants and winds up with these three paragraphs: 


It is noteworthy that out of United States funds the Americans have built, in 
the brief span of 8 months, a total of nearly 1,300 dwellings to house their people 
in the Bonn area. In more than 2 years the Federal Government and the Bonn 
authorities have completed only about twice that many housing units for all the 
people manning the entire German bureaucracy in the-capital. 

Under the circumstances, a little placard hanging in the Army architect's office 
in the middle of the vast complex he has designed seems peculiarly 
inintentionally—appropriate. It reads: 

‘‘Man, proud man, dressed in a little brief authority, plays such fantastic tricks 
before high heaven as makes the angels weep.”’ 

Shakespeare should have seen Little America in Bonn. 

(This is included in exhibit 8, p. 44.) 

Mr. Brownson. In checking Bartlett’s quotations to brush up on 
my knowledge of Shakespeare, | see that this quotation comes from 
‘‘Measure for Measure’’, act 2, scene 2. 

I find immediately before it another quotation which seems pecul- 
iarly appropriate in this hearing and at this point also from ‘‘Measure 
for Measure’’, act 2, scene 2, which is as follows: ‘‘The law hath not 
been dead, but it has slept.” 

The open hearing is adjourned. There will be a 5 minute recess 
before the closed session. 

(Thereupon, at 4:55 p. m., the open hearing closed.) 


although 
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Exuipir 1—Status of German (Federal Republic) counterpart funds, Decem- 
ber 31, 1952 (see p. 13). 

Exurpit 2—Status of GARIOA counterpart funds for Germany, December 31, 
1952 (see p. 14). 
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Exnuisit 4 
GERMANY’s OccupATION Costs 
DEFINITIONS 


Occupation costs include the following categories of expenses incurred in German 
currency for the maintenance of the Allied Forces stationed in Germany: 

Expenses incurred by the Occupation Forces and Occupation Authorities for 
goods and services for the maintenance and welfare of the Allied Forces stationed 
in Germany, e. g., rent for land, buildings and furniture; purchase of furniture; 
lodging, clothing, heating and lighting; upkeep of administrative and billeting 
premises; repair and maintenance of military material and equipment; transport; 
postal and all types of internal communication expenses; medical and veterinary 
expenses; educational and entertainment expenses; employment of German 
labour; and all similar or resulting items of expenditure incurred for the Allied 
Forces in Germany. 

Mandatory expenditures are those expenditures, other than for the maintenance 
of the Allied Forces, which are incurred in German currency under the direct 
financial and administrative control of the Occupation Forces and Authorities. 
These expenditures are divided into two classes: 

(a) Class ]—Mandatory Expenditures are those charges upon the German 
Authorities which are a direct result of the capitulation, such as early demil- 
itarization measures and care and maintenance of displaced persons. 

(b) Class I]—Mandatory Expenditures are those charges which are pri- 
marily for, or which ultimately may benefit, the German people, but over 
which direct control is exercised by the Occupation Forces and Authorities, 
such as civil aviation, Berlin airlift, and travel control activities. 

The most significant expenditure under Class IT is under the category of Capital 
Expenditures which are made for new plants, installations and structures of a 
permanent nature, or for reconstruction of plants, installations and structures, 
including additions, alterations, or major repairs which increase the value of the 
property. 


344 
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Cuart I 









enditures' for Western Germany (Berlin not in- 


Occupation costs/mandatory ex 
Sevaion Laender, 1945-49-50 (military government 


cluded), as reported by the 
pe riod)? 









United United 


| States |Kingdom} 


France Total 









In million reichsmarks 












1945-46: 
Occupation costs. ........- 7 ; 491 570 | 89 | 1,150 
Mandatory I and II___.__-- 162 688 | D2} 878 










653 , 258 | 



















1946-47: ‘ 
Occupation costs_-_.....-- atin ie 1, 299 1, 845 | 906 | 4, 050 
Mandatory I and II_____. : 305 617 101 | 1, 023 
ema dinentm on J 1, 604 2, 462 1, 007 ; 5. 073 






1947-48 







Occupation costs........-...--.-- 1, 572 2, 241 | 621} 4,434 
Mandatory I and IT..__...- 396 | 544 | 152 | 1, 092 
i ietinciemnnemae — 1, 968 2, 785 773 5, 526 





1948-49 (1st quarter): | | 










Occupation costs wi caigudea 711 | 321 | 99 | 1,131 
Mandatory I and IT.......-. | 68 105 | 14 187 
Total  atibacnodondn 779 426 113 | 1, 318 

1945-48 (June 20, 1948): 
Occupation costs. .......-..- icoat 4, 073 4,977 1,715 | 10, 765 
Mandatory I and II................ ; . | 931 1, 954 295 3, 180 
tee nn icddigingibingaanuss aaieeennas | 5,004 6, 931 2,010 | 213,945 







End of reichsmark period. me 


(June 21, 1948, start of deutschemark period): 
1948-49 (2d-4th quarter): 
Occupation costs --.- 
Mandatory I and II-_-. 







,211 | 330 | 2, 459 
= 










SEE. cewidiadibecndicnes 






1949-50: 
Occupation costs............-.... iat i eileen 1, 351 
Mandatory I and IT.-........_- IEE 


1, 279 | 462 | 3, 092 







i cnt tian ieee 






1949-50: Final accounting period occupation costs and man- 
datory I and II for United States, United Kingdom, and 
Pe ininimionemernweied . an Scrigimeaeree a 





#950 















1 See “‘Definitions,”’ p. 344. 

2 The data presented in chart I are based on records of the Finance Ministries of the West-German Laender 
(plus German Bizonal Administration). The figures reported for the 1945 to 1949-50 period, although they 
are a proper extract of German accounts, should be regarded as unofficial. They were not supported by 
RM/DM Occupation costs/Mandatory expenditure budgets of each of the three Powers, since the fiscal 
accounting methods employed by the Allied authorities were not coordinated with those of the German 
authorities. 

2 At a conversion rate of 10:1, the total expenditure in dollar equivalent would be $1,394,500,000. This 
figure has no validity, however, as the artificially established rate of 10:1 bore no relationship to the purchas- 
ing power of the reichsmark. Because of the impossiblity of establishing a firm relationship between the 
value of the reichsmark and the deutschemark it is not advisable to combine expenditures for the 1945-48 
period with those of the 1948-53 period. 

4 The D M950 million reported by the German Laender to the Federal Government as recognized expend- 
itures for the final accounting period 1949-50 were not broken down as to Occupation costs/Mandatory 
expenditures for the individual occupation power because the Federal Government considered this carryout 
from fiscal year $949-50 as a residual lump-sum commitment which, pursuant to Allied instructions, had to 
be liquidated by the Federal Government without charge to the new fiscal year 1950-51 budget. 
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Crarr II 


Occupation costs mandatory expenditures, as reporte d by the German Federa 
Government for Western Germany (Berlin not included), 1950 (April 1)-195 
(High Commission period 


[In million deutschemarks] 


United United 


F re as ‘ 
States _| Kingdom}. Freneh Vota 
19%)-51 
Occupation costs 1, 789 1,331 | 788 3, OAS 
Mandatory I and II 476 577 265 1, 318 
Total__. 2, 265 1, 908 1, 053 5, 22 
1951-52 (as of Feb. 28, 1905 
Occupation costs 1, 869 1, 373 966 4, 20s 
Mandatory I and II 1, 082 612 533 2,177 
Total 2, 901 1, 985 1, 499 6, 385 
1952-53 (as of Feb. 28, 195 
Occupation ¢ t 1, 478 1, 206 BRS 3,372 
Mandatory I and II 539 406 147 1, 092 
Potal 2, O17 1, 612 835 4, 464 
1948 (June 21, 1948)-1953 (Feb. 28, 19 
Occupation cost 7, 405 6. 400 3, 224 17, 0389 
Mandatory I and II 2, 510 2, 303 1, 028 5, 84 
otal 9, 915 8, 703 4, 262 22, 880 
1949-50, final accounting period +e 950 
Total 23, 830 


See “‘ Definitions p. 344, 











USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 347 


Crart Ill 


upation costs/mandatory expenditures ' as reported for West Berlin, 1945-1949-60 
(military government period 


| 
United 
King France 


dom 


United 
States 


In million reiehsmarks 


44 
Occupation costs 


Mandatory I and II 
Total 


46-47 
Occupation costs 
Mandatory Land II 


Total 
17-48 
Occupation costs 
Mandatory I and II 


Total 
48-49 (1st quarter 
Occupation costs 
Mandatory I and I] 


Potal 


45-48 (June 20, 1948 
Occupation costs 


Mandatory I and II 


21, 1948, start of deutschemark period 
Q48-—49 
Occupation costs 


Mandatory I and Il 
Total 
1949-50 
Occupation costs 
Mandatory I and II 
Motal. 
1949-50: Final accounting period/Occupation costs and Man- 


latory I and II for United States, United Kingdom, and 
France 


**Definitions,’’ p. 344 
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Cuart IV 


Occupation costs/mandatory expenditures! as reported by the German Federal Govern- 
ment, for West Berlin, 1950 (Apr. 1)-53 (High Commission period) 


{In millions of deutschemarks] 


United United | 


France Total 








States | Kingdom} 
ss eclideaadt eicmatamnee teenia aaaiaee at ladder eamemmsiplanens oan ol a 
1950-51 
Occupation cost 62. 5 51.1 30. 1 143.7 
Mandatory I and II 9.6 6.4 6.9 22.9 
Total_......... Sata 72.1| 87.8 37.0| 106.6 
1951-52 (as of Feb. 28, 1953): Pan ee 
Occupation costs ¥ 3 55.1 43.5 30.0 128.6 
EET 0 MD Ellccacccccccuscocucdses ass rn comune 12.5 6.2 10.0 28.7 
I a I a ca ivieoodl 67.6 49.7 | 40.0 157.3 
1952-53 (as of Feb 28, 1953) a ees a 
Occupation costs 38.9 29.0 23.1 91.0 
Mandatory I and II 10.9 8 6.4 18. 1 





Total 





| “sl ws 29. 5 109. 1 
————_—_S=_J_UX—X——_ | 

1948-53 (June 21, 1948-Feb. 28, 1953): } 
Occupation costs | 295.8 | 257.7 186. 2 739. 7 
Mandatory I and II | 37.4 | 13, 6 23.3 131.0 
333.2] 271.3 209. 5 870.7 

1949-50: Final accounting period _. Seamed 


‘ wb ciem man ediahaeeieaie 36.0 





indie onitdeecaiapansadscchinds Seehddiadsicnstsabibaeh aiauamiiaaaeeanl 











4 See “‘Definitions,”’ p. 344. 
Exuipit 5A 


Statement in United States dollars of foreign currency transactions derived from lend- 
lease operations, as of Dec. 31, 1952 

















| | Dispositions 
Country . Ee ——| Balance 
| | Sales Other 
| 
| ! 
0 EE a ee ae | $1, 198, 626. 32 |$1, 194, 469. 82 $7. 42 0 
Bolivia ‘ ; me Tea ceu 448, 125. 02 | 175, 904. 86 i $37, 976. 04 
British East Africa ee Oe ee 552, 653.93 | 489, 554. 21 1 §2, 125. 90 0 
British South Africa _ - asd Soe cape i 71, 244. 22 | 71, 035. 31 a elaine 0 
British West Africa. - $<tdcwedege 74, 423.34 | 74, 289. 76 133. 58 0 
a ens ene | 433,301.06 | 365, 251. 61 Si ditenénd 0 
Chile “77777] 166, 666.67 | 144,846. 11 aekcicd 0 
Cyprus, Asia Minor cnnahel 22, 013. 99 | MED Tra coushenicioreec 0 
Czechoslovakia ann 73, 830. 06 173, 830. 06 4 aha 0 
Egypt: No. 1 account .-.-| 21, 134, 871. 96 |20, 911, 799. 66 | 2 249. 35 0 
France 
No, 1 account --------| 5, 950, 758.30 | 1, 411, 891. 39 | # 1,245,772.13 0 
No. 2 account 7, 787, 463. 08 | 6,965, 980. 01 | ‘ 0 
French Guiana, South Africa ---| 104,241.83 | 104, 226. 95 | 14. 88 0 
Great Britain: Nos. 1-2 11, 940, 866. 34 |11, 937, 806.34 |_......_..._.- | 0 
India ‘ ms 53. 56 53. 56 = ciaisie 0 
Iran ‘a 19, 176, 286. 12 |19, 176, 257. 86 | 28. 26 0 
Iraq 5, 240, 050. 21 | 2, 929, 664. 07 | iGwacninaln 806, 774. 46 
Israel aa 69, 608. 19 69, 484. 74 |. catneanel 0 
Jordan : | 8, 901. 46 | 8, 209. 21 | adios 0 
Lebanon ; | Seer | a ts 
Imperial] Bank. --. s | 503, 432. 49 2 503, 432. 49 0 
Banque de Syrie | 2,015, 162.04 | 1,899, 774. 58 |_..-.-....._. 0 
Mexico we | 2,000, 000.00 | 1, 772, 711.84 |.......-..---. 229, 020. 43 
Nicaragua ol Mel) ST 1............ 242, 245. 27 
Norway ; | 15, 027. 02 | 15, 019. 56 | 5 ‘ 0 
Palestine a — 533, 967.45 | 25, 939. 16 | 4481, 200.85 0 
South Africa, Union of jun techamen 71, 244. 22 | 71, 035. 31 | 0 
Total balance : Scant cece aaialantiieias: Be di 4 sa ala 1, 315, 836. 20 
Adjustment for balancing purpose_............. : k . ecccc-ee] 63996 313.12 
ellen ea a 
OCs rinscenns shltaisadaiesrin seated |79, 974, 435. 58 |70, 050, 421.40 | 2, 282,964.86 | 7, 641, 049.32 
| | 




















i Transfers to surplus property, 


2 * Represents transfers. 
3 Represents adjustments. 


* Represents transfers and refunds, 
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Exursitr 5B 






Statement in United States dollars of foreign currency transactions derived from 
surplus property operations, as of Dec. 31, 1952 













} Dispositions 
Country Deposits ——— ” - —— Balance 





| Sales Other 








































































A cpgtte en iiiibtins endnnent iui $2, 644, 341. 75 |$1, 428, 894. 79 1 $750, 306. 00 $24. 46 
Austria 1, 250, 000. 09 588, 978. 39 1 422. 500. 00 238, 521. 61 
Belgium : ; 7, 305, 004. 94 | 6, 398, 734. 65 1 607, 500. 00 164, 274. 00 
British East Africa : ead | 80, 937. 36 : 0 
British South Africa | 487. 98 1 50, 000. 00 
British West Africa 1, 222, 068. 46 | 1, 0 
Burma 2, 571, 735.37 | 1, & | 1 1, 000, 000. 00 0 
Canada oe plhoeie coenn] 1, 984, 590.99 | 1, 0 
Ceylon - ed | 364, 123. 70 | | | 364, 123. 70 
Chile | 

Banco Central... ; ae ee 393, 525.36 | 372, 728.39 

National City Bank. -_..-.- * 20, 586, 35 20, 584. 46 | 1. 89 0 
China: | | } 

Central Bank of China__......-- 102, 000. 00 : Se cnl 1 102, 000. 00 | 0 

Gold Yuan 374, 150. 00 ; | 1374, 150.00 | 0 
Colombia, So. America 304, 000. 00 | 2 | | 0 
Costa Rica, Central America 7 138, 039. 95 | | | 0 
Czechoslovakia... +E - 250, 000. 00 | | 0 
Denmark ; ; as 279, 770. 00 : 175, 770. 00 | 0 
Ecuador - i ee ee 297, 900. 35 2 5.¢ . 0 
Egypt | 

No. 1 Account a ale 2, 680, 273. 68 | 2, 570, 696. 43 7 0 

No. 2 Account oa sander aiansdeeeaecamiene 9, 581, 994.15 | 3,911, 236. 42 | 776, 500. 00 1, 728, 242. 08 
Finland Ye nus dee E nah. 800,000.00 | 425, 965.78 |.......__- 69, 721. 94 
France: | | 

No. 1 Account ‘ peel Was ore 1, 355, 772.13 | 1, 215, 772. 14 | 0 

No. 2 Account ec Sale 6, 142, 925.19 | 1, 000, 000.01 | "5, 000, 000. 00 0 

No. 3 Account poateet is eee 5, 000, 000. 00 |... | 13, 229, 800. 00 1, 770, 200. 00 

No. 6 Account... : Eee 26, 463, 729. 76 |21, 920,094.63 | % 2, 838,000.00 | 4 2, 237, 340. 97 

American Express Co. 3, 429.06 | 3, 438. 98 | 0 
Germany 4 Le 850,000.00 | 849, 999. 99 0 
Great Britain | | 

No. 1 Account. ---.- odéiateh 42, 945. 53 | 42, 945. 53 | | 0 

No. 2 Account...-- ia 3, 250, 000. 00 | 1 3, 250, 000. 00 | 0 
Greece ,. , 061.10 | 1,081, 286.38 | 11, 400,000.00 | 50, 000. 00 
Hungary retired ree 1, 652, 540.02 | 1, 517, 443, 30 | 0 
Iceland: Account 5548 ; 5 cf 148, 905. 64 83, 133.08 | 0 
India | 5, 309, 607. 60 |! 2 22,934,206.91 | 5, 576, 835, 12 
Indochina 324.97 |__. 0 
Indonesia - - | 1, 685, 893.80 | __- | 172, 675. 83 
Iran 3, 657, | 1 223, 427. 51 0 
Iraq . | 107, | 1 140, 000. 00 560, 000. 00 
Israel... | 350, | | 45, 225. 96 
Italy /12, 678, : | 183,214, 0 
Japan 3, 899, : | 1 435, | 1,428. 769.00 
Jordan. 153, § o 187, 427. 59 
Korea ioe 882, an | 4556, 368. 43 
Lebanon. See | | 195, 663.91 | 0 
Netherlands j | 506, 441,24 | 11,000, 000.00 | 0 
Newfoundland a wi | 32, 460.00 |. | 0 
New Zealand __-_. ‘its nie | 1 355, 000. 00 60, 000. 00 
Norway.. ih as elle . | 711, 492. 52 1 795, 000.00 | 0 
Pakistan — ‘ | 350, 000. 00 1 350, 000. 00 | 0 
Palestine gab wide : ---| 1,077,893.10 | 559, 865.08 | 3 323, 544. 29 | 0 
Peru, South America............- - | 625, 791. 93 553, 905. 32 | | 0 
Philippines - - .----- 5 rere UL 114, 261.48 | |! 1,000,000.00 | 0 
Spain SbbE6 Hews bonweresmmecnndencdala 97, 046. 96 97, 357. 81 } 0 
Sweden._.-.-. a - iba 856, 560. 00 804, 819. 19 51, 740. 81 
Thailand__-- » sae -| 1, 710,385.00 | 1, 291, 395. 90 1 420, 000. 00 | 4 23, 884. 13 
Trinidad j si ae 621, 569. 64 621, 566. 44 0 
Turkey -..- cnanwa die --| 1,748,354. 28 | 1,310, 714.30 1 437, 640. 00 0 

Total Balance nates epee dans | 15, 335, 375. 63 
Adjustment for balancing purpose_._...-.-- r 4 9, 523, 470. 10 
(ee 161, 238, 244.40 84, 823,592.37 | 51, 555, 806.30 | 24, 858, 845. 73 








! Educational program activities without dollar reimbursement, 

1 Transfers to other accounts and/or countries. 

3 Advances to Battle Monument Commission without payment of dollars. 

4 Advances to other departments on deferred payment basis still outstanding. 











Exhibit 6—Economic assistance to Germany by the United Kingdom and 
France (see p. 32). 












350 USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 


Exursit 7 


Schedule of furnishings, HICOG housing project, Plittersdorf 
BLOCK NOS, 1 THROUGH 7 





{[Furniture—Type: I. Wood: Walnut. Apartment—Type: A-1-a] 














, Yeutschemark tay ; ‘ 
Mum? eutse hemark Num-| Deutschemark 
ber costs N ber | costs 
Nomenclature for nea arr nan omenclature i <a Oe: 
‘ssue! Unit | Total issue! Unit | Total 
x 
A. LIVING ROOM Cc. KITCHEN f | 











































Aerial connection cord. Kitchen stool 1 30. 00 
Book shelf, left, right with Trash can 1 26. 00 
doors. 2'630.00 1260. 00 Dish draining basket 1 12. 00 
Sofa 1 543.00 || Wall clock, electric 1 30. 00 
Wingback chair 1 330. 00 Refrigerator, electric 1 961. 00 
Foot stool 1 77. 00 Range, electric 1 379. 00 
Cogswell 2162.00, 324.00 | French stewpan with lid, 8 | 
Coffee table 1 120. 00 inches ani l 8. 50 
End table 1 98.00 | Shallow stewpan with lid, 
Desk 1 460. 00 644 inches ‘ 1 6. 00 
Sideboard l 280. 00 Shallow stewpan with lid, 8 
Chairs 4 55.00 220. 00 inches l } 18. 00 
Book cabinet l 560. 00 Double boiler with lid, 6% 
Convertible table 1 222. 00 inches 1 8. 90 
Rug, 13 feet 4 inches by 10 Fry pan, 6 inéhes 1 5. 60 
feet 1 313. 00 Fray pan, 744 inches 1 7. 70 
Floor lamp 1 72. 70 Fry pan, 84% inches 1 11. 50 
Table lamp 2, 39.45 78. 90 Tea kettle, 8 inches 1 11. 60 
Curtain and drapes 2 228. 60 685. 80 Pie plates, 8 inches by 10% 
Dinner plates 6 2.40 14. 40 inches....... ee 2| 1.45 2. 90 
Soup plates 6 2.40 14.40 | Storage cans, 0.75, 1.0, 1.5, 
Luncheon plates 6) 1.85 11.10 2.0 liters 4 | 10. 50 
Bread and butter plates 6 1.00 6.00 | Sieve 8 inches 1 3.00 
Platter, oval 1 6.25 | Dish pan, 16 inches 1 5. 00 
Do es 1 9.65 || Coffee percolator, 2 liters 1 | 11. 90 
Covered dish 1 11.95 | Salad sieve, 10% inches 1 3. 50 
Gravy boat for sauce 1 4.55 | Serving tray, 18 inches by 14 
Salad dishes __ 3| 3.40 10. 20 i askit nah Ui tet. kana 1 5. 20 
Coffee pot. 1 7.70 Grill pan, 14 inches by 9 
Tea pot l 7.90 le l 6. 70 
Creamer, low - ] 2. 2 Mixing bowls, set of 6_-- | 1 8. 48 
Cups and saucers 6| 2.20 13.20 , Coffee pot 1, 6. 06 
Sugar bowl. _- 1 3. 60 Tea pot 1 6. 06 
Dinner knives__ 6) 4.05 24.30 | Cups and saucers 4 6. 20 
Soup spoons. - ; 6) 2.55 15.30 || Breakfast plates 14 3. 48 
Butter spreader 6) 2.35 14.10 | Creamer 1} 1. 98 
Serving spoons 2| 2.70 5.40 || Sugar bowl 1 1. 61 
Meat forks 2} 2.70 5.40 || Soup plates 12 | 1. 76 
Sugar shells 1 2.55 || Flat plates 1 2 1. 76 
Gravy ladles 1 6.50 || Breakfast plates 12) 1. 38 
Dinner forks 6| 2.70 16,20 || Mixing spoons, set of 4 | 1) - 90 
Salad forks__- 6| 2.55 15.30 || Slicing board, 18 inches 1) 3. 80 
Tea spoons n 12) 1.60 19.20 || Rolling pin 1 1. 95 
Salad servers 1 10.35 || Meat hammer 1 -| . 38 
Pie servers 1 5.80 || Potato masher 1 seal . 38 
Butter knives__. 1 2.65 || Spring forms 2} 1.37 2. 74 
Water glasses___ 6) 1.40 8.40 | Baking form l | 1. 30 
Beer glasses_____ 6) 1.86 11. 16 Do PRS | 1.73 
Champagne glasses... 6) 1.86 11. 16 | Do 1 | 2. 97 
Cocktail glasses 6) 1.40 8.40 || Grater 1 | . 97 
Liquor glasses 6) 1.05 6.30 || Nutmeg grater 1 . 90 
White wine glasses 6| 1.54 9.24 || Dust pan_ \ | oe 1. 40 
Red wine glasses 6} 1.40 8.40 || Iron, electric, and extension | | j 
Sweet wine glasses 6| 1.33 7.98 OG ao uncepitetns 1 aa 18, 75 
Bucket, galvanized en 3. 50 
R. REDROOM Boxes, glass, for refrigerator _| 3) 1.65 4.95 
Salt and pepper shakers_ - _- 2) 33) . 66 
Bedheads. . 2| 44.90, 89.80 || Syrup pitcher... | asucs) A 
Hollywood beds and mat- Water pitcher 1) ---- 3. 40 
tresses 2/249. 75 499.50 || Tea glasses. | Se 4] 2. 4 
Night tables 2} 56.50) 113.00 |} Measuring glass_ | i .... 1.70 
Curtain and drapes 1 128. 55 || Tablespoons. | 2} =. 25) - 50 
Sun blinds: -» 1 38.90 || Forks eon ekckd Jou 2.25 . 50 
Rugs, 2 feet 4 inch®s by 4 | Coffee Spoons... ...-. --| 4, «.14 . 56 
feet 4 inches pn 2) 34.65 69.30 || Table knives. _ . sou. a 2} 1.60 3. 20 
Night table lamp 1 11.30 || Soup ladle 3 cs) 1.00 
Chair 7 1 100.00 | Skimmer 1 1.00 
Pillows . 2 25.00 50.00 || Seoops, set of 4 1. 1. 45 








Set. 
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Exuipit 7—Continued 











Schedule of furnishings, HICOG housing project, Plittersdorf—Continued 


BLOCK NOS. 1 THROUGH 7—Continued 







’ Deutschemark eo *hemark 
Num- onata . Num. ! wn nena 
ber ; ber - 
for |— “ Nomenclature ae 


‘ssue | Unit | Total ae 








Nomenclature 






Unit | Total 






















c. KITCHEN—continued Cc. KITCHEN—continued 






eve, 64-inch wnat ~~~ Medal Skimming fork 3 5 














Sieve, 3-inch 1 34 Coco matting, 2 feet 4 inches 

Ham slicer, 9-inch l 7.80 by 16 inches co mae 12. 85 

Ham slicer, 8-inch en 1 6. 90 Ironing board_.._..- l 42.00 
Do 1 5.75 Drapes ie 30. 25 

Bread saw 1 4. 55 

Paring knife, 344-inch_- ‘ l 80 D. BATH 

Paring knife, 3-inch 1 75 

Pallet knife, 20-inch 1 5.70 || Shower curtain. _- l 13. 40 

Kitchen fork 1 3.86 || Window curtain... aoe! 1 16. 10 

Corkscrew 1 2.70 \—— - 

Tin opener 1 1.15 Total. i es 8, 926. 08 





BUILT-IN FURNITURE 






Entrance ball: Built-in wardrobe with 2 doors and shoerack and 2 luggage compartments; built-in tele- 
phone shelf with wall mirror 

Kitchen: Built-in wall cabinets (3), built-in sink, built-in side cabinets (3). 

Bath hall: Built-in cupboard with 4 sliding doors and luggage compartments 

Bedroom: Built-in chest of drawers with vanity and flanking wardrobes. 
Bath: Built-in medicine cabinet. 
















BLOCK NOS. 20, 82, 84, 85, AND 8&7 





Furniture—Type: II right. Wood: Mahogany. Apartment—Type: A-I-b-II. 1 bedroom, right] 





Deutschemark Deutschemark 








Num- ae Num- oie 

ber costs ber costs 
Nomenclature tor es 1 Hea) Nomenclature for od Sel 

issue | Unit Total issue Unit Total 

































A. LIVING ROOM Cc. HALL 
Stool 1 51. 00 
Sofa, corner type, 2 parts 1}. 877.00 || Rug, 6 feet 8inches by 4 feet 
End table with drawer 1 75. 00 8 inches pana l 107. 00 
Sofa table i 142. 00 Curtain and drapes 1 101. 530 
Occasional chair 1 305. 00 
Beene l 305. 00 D. BEDROOM 
Wingback chair 1 330. 00 
Heavy chair 1 435.00 || Beds, hollywood and mat- 
Footstool 1 77. 00 tresses 2/249. 75 499. 50 
End table 1 73.00 || Bedheads 2) 44.90 89. 80 
Sideboard l 585.00 || Night tables 2, 56. 50 113. 00 
Chairs Se 2) $8.75 177. 50 || Chair 1 80. 00 
Rug Rugs, 2 feet 4 inches by 4 
13 feet, 2 inches by 10] feet 4 inches 2) 36.00 72. 00 
feet 1 381.00 || Curtain and drapes Li 128. 55 
10 feet by 6 feet 8 inches 1 197.00 | Sunblinds 1 38. 90 
Curtain and drapes 1 193.60 || Night-table lamps 2) 11.30 22. 60 
Do 1 128.55 || Pillows......- aie 2} 25. 00 50. 00 
Do 1\. 95. 00 
Floor lamp 1 72. 70 E. BATHROOM 
Table lamps a 2) 39. 45 78. 90 
Aerial connection cord... --- | 17.50 || Shower curtain - -. 1 13. 40 













DINETTE F. KITCHEN 





B. 













End table — ; tine Kitchen stool __. 1 

Chairs 2) 88.75 177.50 || Trash can__.....-. ; Mss : 26. 00 

Dining table__- ; 1]. 195.00 || Dish draining basket Ra 12. 00 

Sofa... ; secs 542. 50 || Wall clock---__- hana | 30. 00 

Rug, 6 feet Sinches by 4 feet Refrigerator, electric. _- - ee Ss 961. 00 
8 inches ‘ 1 107.00 || Range, electric lj... 379. 00 

Curtain and drapes. -...-- sacs 128.55 | French stewpan with lid, 





Bar cabinet S.. 207. 00 8-inch 1 8. 50 
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Exuisit 7—Continued 


Schedule of furnishings, HICOG housing project, Plittersdorf—Continued 
BLOCK NOS. 20, 82, 84, 85, AND 87—Continued 


Deutschemark || _| Deutschemark 
costs | ber | costs 
Nomenclature 


Num- 
ber 
oe a 


ce ee: 
issue | unit! Total | Unit! Total 


Nomenclature 


¥. KITCHEN—-continued | | F. KITCHEN—continued 


Shallow stewpan with lid: 
6)4-inch it 
8-inch 

Double boiler with lid, 6% 

inch. 

Fry pan 
6-inch 
7%-inch 
84-inch : 

Teakettle, 8-inch 

Pie plates, 8- by 10-inch 

Storage cans, 0.75, 1, 1.5, 2 

liters, set of 4 i 

Sieve, 8-inch 

Dishpan, 16-inch 

Coffee percolator, 2 liters 

Salad sieve, 10-inch ____- 

Serving tray, 18- by 14-inch 

Grill pan, 14- by 9-inch_-__- 

Mixing bowls, set of 6 

Coffeepot__-..- a 

Teapot 

Cups with saucers, se t of 4 

Breakfast plates, set of 4. 

Creamer as 

Sugar bow]... -- 

Soup plates, set of 2 

Flat plates, 'set of 2 

Breakfast plates, set of 2 2. ‘ 

Mixing spoons, set of 4 

Slicing board, 18-inch_ 

Rolling pin__ 

Meat hammer. 

Potato masher 

Spring forms 

Baking forms. 

Do 
Do * 

ae 

Nutmeg grater 

Dustpan 

Iron, electric, with exten- 

sion cord. E oa 

Bucket, gallon -| 

Boxes, gli ass, for refrige srator | 


RO ee ee et 


1 
1 
l 
1 
1) 
1| 
l 
1 
1 
1 
1 
l 
l 
1 
] 
l 
l 
l 
l 
1 
1 
1 
2 
1 
1 
1 
‘= 
1| 
] 


| Scoop, set of 4 


Sieve, 644 inches 

Sieve, 3 inches, round 

Ham slicer, 9 inches_........ 
Ham slicer, 8 inches 

Ham slicer, 8 inches_...._..- 
Bread saw 

Paring knife, 3 inches 
Paring knife, 3 inches 

Pallet knife, 20 inches 
Kitchen fork 

Corkscrew 


| Tin opener 
| Skimming fork 
| Coco matting, 2 feet 4 inches 


by 16 inches. - 


| Ironing board 


Drapes - - 


|| Dinner plates..............- 


Soup plates_-__.......-.. 
Luncheon plates. - 


| Bread and butter er plates.. arent 
| Platter, oval_. 


Do 


Covered dish_ 


Gravy boat, for sauce 
Salad dishes 


Creamer, low 
Cups and saucers 
Sugar bowl 


| Dinner knives 
| Soupspoons- 


Butter spreader 


| Serving spoons 


Meat forks__... 
Sugar shells____- a 
Gravy ladies................ 


|| Dinner forks 

|| Salad forks_-. 

|| Teaspoons. i 

| Salad servers__.....--- 
|| Pie servers_. 


Butter knives 
Water glasses 


bd 


Fooarsass 





-_ 
o- 


Seu 
a 





go gr Nf S Be go 


Salt and pepper shakers a 
Sirup pitcher _ - Recienbiall 
Water pitcher ___. 

Tea glasses. ee 
Measure glass__.__- 
Tablespoon. 

Forks ‘ 

Coffee spoons... ; 

Table knives_. 

Soup ladle piheonenine 
Skimmer... ..........- 


ee 


S I OH OO BO po Gr |S 


Champagne glasses - 
Cocktail glasses. 

Liquor glasses 

White wine glasses_......__- 
| Red wine glasses. 

| Sweet wine giasses 


sees 


. 44} 


a 


BSE 


"25 


&)| S58 S8aese 


1. 60! 
sctal ee ttedlsaegseen 


fet bt BO Me BD BD tt nD 
= 











‘Se8aeeuzesecs: 


BUILT-IN FURNITURE 


Living room: Desk with bookshelf. 

Kitchen: Built-in sink, built-in wall cabinets (2), built-in side cupboards (3). 

Bedroom: Built-in wardrobe with 4 doors, 4 draw ers, and 3 luggage compartments. 

Bath, hall: Built-in linen closet with 2 doors and 4 drawers. 

Bath: Built-in medicine cabinet. 

Entrance hall: Built-in telephone shelf with wall mirror, built-in wardrobe with3 doors, 1 drawer, 2 lug- 
age compartments, and shoe rack. 

















Exursrt 7—Continued 


BLOCK NOS. 19, 20, 82, THROUGH 87 


| Deutschemark 








Bookshelf 
End tables 
Davenport 
Sofa table 
Easy chairs 
Wingback chair. 
Desk aii oukitt 
Bookcase. .- ‘ . 
Cupboard - - . a he 
Chairs 5 
Wail table 
Easy chair, large 
Footstool - 
Small round table 
Rug, 13 feet 2 inches by 10 
feet 
Rug, 10 feet by 6 feet 8 | 
inches > 

Curtains and drapes 

Do Stn atnens 
Floor lamp. - 
lable lamps mine = 
Aerial connecting cord. | 

| 





























R, DINETTE 
Chairs 
Dining table | 
Chow bench | 
Rug, 6 feet 8 inches by 5 | 
Seat GB MMENER 25. see ce ceue 
Curtains and drapes-_-..-..-.. 
Bar cabinet 


Cc. HALL 
Stool 
Rug 6 feet 8 inches by 4 feet 
8 inches “ 
Curtains and drapes 
D. REDROOM NO. I 
| 
Bed head hawt | 
Hollywood bed and mat- | 
tress iow 
Night table ied 
Chair 
Throw rug, 4 feet 4 inches 
by 2 feet 4 inches- 
Table lamp, night 
Curtains and drapes 
Sunblinds. -.. 
Pillow 


E. BEDROOM NO. II 


Bedhead 7" ; | 
Hollywood bed and mat- | 

tress 
Night table- _._- 


by 2 feet 4 inches 
Table lamp, night 
Curtain and drapes 
Sunblinds 
Pillow 


¥. BATH ROOM } 





Shower curtain 





|Num- costs 
. be: . 7 
Nomenclature oo ee Nomenclature 
issue | Unit; Total 
A. LIVING ROOM G. KITCHEN 
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Schedule of furnishings, HICOG housing project, Plittersdorf—Continued 


1 350.00 || Kitchen stool 
2/115. 00 230,00 || Trash can 
1} 565.00 || Dish draining basket 
1] | 148.00 || Wall clock, electric 
2/276. 00 552.00 || Refrigerator, electric _- 
1| | 330.00 || Range, electric_. 
icannell 510.00 || French stewpan with lid, 
1|__....| 985.00 |}  8-inch 
1}. | 630.00 || Shallow stewpan with lid 
2! 75.00 150.00 || 64-inch | 
1 -| 124.00 || Shallow stewpan with lid, 
1 | 434. 00 8-inch 
1 77.00 || Double boiler with lid, 
l 75. 00 6%-ineh___.___. ' 
| Fry pan, 6-inch 
1 313. 20 || Fry pan, 74-inch... 
| Fry pan, 84-inch. 
1). | 155.40 || Teakettle, 8-inch 
1 | 128.55 || Pie plates, 8 by 10% inches 
2/193. 60 387.20 || Storage cans, 0.75, 1, 1.5, 2 | 
1j.. 72. 70 liters, set of 4 
2) 39. 45) 78.90 || Sieve, 8-inch 
1 17.50 || Dishpan, 16-inch 
| Coffee percolator, 2 liters 
| | Salad sieve, 1042-inch 
2| 75.00 150.00 || Serving tray, 18 by 14inches 
1 195.00 || Grill pan, 14 by 9 inches 
] 265. 00 Mixing bowls, set of 6 
Coffeepot ; 
1 } 92.40 || Teapot 
1 128.55 || Cups with saucers, set of 4 
1\_. | 205.00 || Breakfast plates, set of 4 
| Creamer 
} | || Sugar bowl 
1 51.00 || Soup plates, set of 2 
Flat plates, set of 2 
oe 78. 00 Breakfast plates, set of 2 
] 101. 50 Mixing spoons, set of 4 
Slicing board 
} Rolling pin 
Meat hammer 
] 44. 90 Potato masher 
Spring forms 
1 | 249.75 Baking form 
1j_. | 56. 50 Do 
1} 80. 00 || Do 
Grater 
2} 36.00) Nutmeg grater 
1 | Dust pan 
1) Iron, electric, and extension 
] cord. . 
1) | Bucket, galvanized 
Boxes, glass, for refrigerator -| 
| Salt and pepper shakers. 
| Sirup pitcher 
His 44.90 || Water pitcher 
| Tea glasses 
1|......| 249.75 || Measuring glass 
Ri aw 56.50 || Tablespoons 
Ij... | 80.00 || Forks 
| Coffee spoons 
2) 36.00 72.00 || Table knives 
Beck 39.45 || Soup ladle -. 
1}... 128.55 || Skimmer... 4 
Bes 38.90 || Scoops, set of 4 
Bawects 25.00 || Sieve, 64-inch, round 
| Sieve, 3-inch, round 
| || Ham slicer, 9-inch 
| Ham slicer, 8-inch 
Pvecse 13. 40 WO. .chewunce 


[Furniture—Type: I. Wood: Walnut. Apartment—Type: A-I-b-I. 2 bedrooms] 


Deutschemark 
costs 


Num-| 
ber | 
for 

issue 


Unit| Total 


30. 00 
26. 00 
00 
. 00 
00 
. 00 


5. 00 
. 00 


8 
5. 60 
70 
50 
60 
90 
. 50 


00 
5. 00 


jt mht fh fh hl fh fh fh Ph fh th ff fp bt 


to Oe et 
— pow to 


— 
= 
nw 


feat eet fet et thet fet et ND af 
ft pat pat pt 
> 
on 
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Exuisit 7—Continued 


Schedule of furnishings, HICOG housing project, Plittersdorf—Continued 
BLOCK NOS. 19, 20, 82, THROUGH 87—Continued 








Num- Deutschemark bas Deutschemark 
; ber costs : ber costs 
Nomenclature Be 7 ceeamnssetiialiteainaas Nomenclature tr |j— = 
issue | Unit | Total issue | Unit] Total 
G. KITCHEN—Continued | G. KITCHEN—Continued | | 

Bread saw - 1 4.55 || Sugar bowl 1| — 3. 6 
Paring knife, 34- inch 1 80 || Dinner knives--.........-.. 6} 4.05 24. 30 
Paring knife, 3-inch 1 .75 || Soupspoons es 6| 2.70) 16. 20 
Pallet knife, 20-inch 1 | 5.70 || Butter spreader -__---.--..-- 6} 2.00) 12.00 
Kitchen fork... 1 | 3.80 || Serving spoons...........- 2| 2. 70| 5. 40 
Corkscrew -- 1 2.70 || Meat forks ‘ sce 2| 2.70) 5. 40 
Tin opener-.. 1 1.15 || Sugar shells__..- issate 1| ---| 3. 42 
Skimming fork 1 1.75 || Gravy ladles _- | 1} : 6. 48 
Coco-matting, 2 feet 4 inches | Dinner forks wale 6| 2. 70) 16. 20 
by 16 inches... . 1| ‘i 12.85 || Salad forks ; 6} 2. 55) 15. 30 
Ironing board 1 = 42. 00 oe 12) 1.62 19. 44 
Drapes 1 30. 25 || Salad servers ; | 1} | 9. 00 
Dinner plates. 6| 2.20 13. 20 Pie servers 1} | 5. 40 
Soup plates 6| 2.20 13. 20 || Butter knives ; Peco 2.34 
Luncheon plates 6} 1.85 11.10 || Water glasses | 6| 1.40 8. 40 
Bread and butter plates 6, .90 5.40 || Beer glasses ‘ 6) 1.86 11. 16 
. 9. ea 1 6.25 || Champagne glasses 6) 1.86 11. 16 
Do...- wits 1 .| 9.65 || Cocktail glasses 6} 1.40) 8. 40 
Covered dish 1 | 11.95 || Liquor glasses 6} 1.05) 6. 30 
Gravy boat, F/S 1 | 4.55 || White-wine glasses__- 6) 1.54 9. 24 
Salad dishes_- | 3| 3. 40) 10. 20 || Red-wine glesses_- | 6} 1. 40} 8. 40 
Coffeepot | 1 i 7.70 || Sweet-wine glasses ; 6| 1. 33 7. 98 
Teapot 1 7.90 |} poceee joe] 
Creamer, low._.-- 1 2. 20 a ee |___...]11, 492. 56 

Cups and saucers --.- 6| 2.20 | 


13. 20 | 


BUILT-IN FURNITURE 


Entrance hall: Built-in telephone shelf with wall mirror; built-in wardrobe with 3 doors, 1 drawer, 2 
luggage compartments, and shoerack. 

Bedroom No. 1: Built-in chest of drawers with vanity; built-in wardrobe with 2 doors, 2 drawers, and 
2 luggage compartments. 

Bedroom No. 2: Built-in chest of drawers with vanity; built-in wardrobe with 2 doors, 2 drawers, 2 
luggage compartments. 

Kitchen: Built-in sink; built-in wall cabinets (2), built-in side cupboards (3). 

Bath hall: Built-in linen closet with 2 doors and 4 drawers. 

Bath: Built-in medicine cabinet. 


BLOCK NOS. 74 THROUGH 81 
unetane haar I. Wood: hemunmeundd eanccenasllaictt A-2-a-I. 2 bedrooms] 

















| wum- Deutschemark | Iniaia | Deutschemark 
ss | ber costs | ber | costs 
Nomenclature ion —— sas Nomenclature for | i aah 
issue | Unit! Total | issue | Unit | Total 

| } 

A. LIVING ROOM | B. DINETTE 
Aerial connection cord... _- 1 17. 50 || Sideboard mashable issntitalal Bi knenmait 265. 00 
Partition piece 1 | 2,230.00 || Dining table_--- Bh edati 335. 00 
Heavy chair 1 | 465.00 |, Chair, dining, without arms. | 6| 85.00) 510. 00 
Footstool 1 | 89.00 || Chair, dining, with arms 2/125.00) 250.00 

Sofa 1 998.00 || Rug, 13 feet 2 inches ws 10 | | 

Coffee table 1 | 172.00 feet ‘ | ha 329. 86 
Sofa table 1 ..| 159.00 |! Curtain and drapes. ..._.__-! dasha 152. 00 

End table 1 135.00 || Silver set for 8: | 
Heavy chair 1 415. 00 Dinner knives-.-....-- 8) 4.05) 32. 40 
Wingback chair 1 410. 00 Soupspoons..-_._.......-} 8 2.70 21. 60 
Occasional chair 1 ; 322. 00 Butter spreader 8 2.00) 16. 00 
Armchair for desk... ..__- 1 | 185.00 Serving spoons....-.-- | 3} 2.70) 8.10 
Radio table 1 | 135.00 OG CEO oe. .s oeeens 2| 2.70 5. 40 
Rugs, 13 feet 2 inches by 10 ee 1| | 3. 42 
feet sade 1 ..-| 329.86 Gravy ladles...........-. | | | 6. 48 
Rugs, 8 feet by 5 feet 5 inches 1 é 112.15 Dinner forks__........- 8) 2.70 21. 60 
Curtain and drapes... ____- 1 122. 00 Salad forks_...........--. | 8 2.55 20. 40 
I ah Daa cacetilia inti 2 72.70 145. 40 Teaspoons...........-.- 16, 1.62 25. 92 
I cnnthecsntinmnae 2 39. 45 78. 90 Salad servers..........-- Baan 9. 00 
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Exuipit 7—Continued 


Schedule of furnishings, HICOG housing project, Plittersdorf. 


Continued 


BLOCK NOS. 74 THROUGH 81—Continued 


| 
Num-| Deutschemark Deutschemark 


Nomenclature 


B. DINETTE—continued 


silver set for 8—Continued 
Pie servers 
Butter knives 
China set for 8 
Dinner plates 
Soup plates 
Luncheon plates 
Bread and butter plates 
Platter oval 
Do 
Covered dish 
Gravy boats for sauce 
Salad dishes 
Coffeepot 
Teapot 
Creamer low 
Cups and saucers 
Sugar bowl, covered 
Glass set for 8 
Water glasses 
Beer glasses 
Champagne glasses 
Cock tail glasses 
Liquor glasses 
White-wine glasses 
Red-wine glasses 
Sweet-wine glasses 
C. BEDROOM NO. 1 
Hollywood beds and mat 
tresses 
Night table 
Vanity table 
Vanity chair 
Sun blinds 
Pillows 
Vanity stool 
Rug, 11 feet 7 inches by 4 
feet 
Rug, 2 feet 4inches by 4 feet 
4 inches 
Drapes and curtains 
Night-table lamps 
D. BEDROOM NO. 2 
Bedheads 
Hollywood beds and mat- 
tresses 
Night tables 
Vanity chair 
Rug, 10 feet by 3 feet 
Rug, 2 feet 4inches by 4 feet 
4 inches 
Curtain and drapes 
Night-table lamps 
Sun blinds 
Pillows. 


E. KITCHEN 


Kitchen stool] 

Trash can 

Dish-draining basket 

Wall clock, electric 

Refrigerator, electric 

Range. . 

Straight sauce pot, 6%- 
inches, with lid 


1 Set. 


ber 
for nr 


issue Unit 


wet OO et et tet AS et et et bet OD GD OD OW 


FOO nmwOnmre 


costs 


Total 


30. 
26. 
19 


ie 
30 

1, 045 
613 


00 
00 
00 
00 
00 
30 


6. 70 


Nomenclature 


E. KITCHEN—continued 

Straight sauce pot, 934 
inches, with lid 

French stew pan, 8 inches 

Shallow stew pan, with lid, 
6% inch 

Shallow stew pan, with lid, 
8 inches 

Double boiler, with lid, 64- 
inches 

Fry pen, 6 inches, 6 inches 

Fry pan, 7% inches, 7 inches 

Fry pans, 8% inches, 9} 
inches 

Shallow stew pan, with lid, 
6% inches 

High cooking pot, 
64 inches 

Teakettle, 8-inch 

Pie plates, 8-inch by 10-inch 

Storage cans, 0.754 1.0, 1.5, 
2.0 liter 

Sieve, 8-inch 

Dishpan, 16-inch 

Coffee percolator, 2.5-liter 

Salad sieve, 10-inch 

Serving tray, 18- by 14-inch 

Grill pan, 14- by 9-ineh 

Mixing bowls 

Coffeepot 

Teapot. _-_ 

Cups and saucers !- 

Breakfast plates ! 

Creamer. 

Sugar bowl... 

Soup plates! 

Breakfast plates ! 

Flat plates ! 

Mixing spoons, set of 4 

Slicing board, 18-inch 

Rolling pin 

Meat hammer 

Potato masher 

Spring forms 

Baking form 

Do 
Do 

Grater 

Nutmeg grater 

Dustpan 

Iron, electric and extension 
cord . 

Bucket, galvanized 

Boxes, glass, for refrigerator 

Salt and pepper shakers 

Sirup pitcher 

Water pitcher 

Tea glasses 

Measuring glass 

Tablespoons 

Forks 

Coffee spoons 

Table knives-. 

Soup ladle 

Skimmer 

Seoop, set of 4 

Sieve 64-inch, round 

Sieve, 3-inch, round 

Ham slicer, 9-inch 

Ham slicer, 8-inch 


witt 


lid, 


Num- 


ber 
for 
issue 


seh pe bod tk ged 9b Oh bed tnd 02 bes te RD BD 00 bk a es ws we tte pe 


tet et het het et et DD 


Unit 


costs 


Total 
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Exursit 7—Continued 


Schedule of furnishings, HICOG housing project, Plittersdorf—Continued 
BLOCKS NOS. 74 THROUGH 81—Continued 





























Num.| Deutschemark | | N7um.| Deutsehemark 
. ber | costs | . to costs 
Nomenclature f seve = Nomenclature | 
lor | for 
issue | Unit! Total | issue | Unit} Total 
| | 
dual —| maa 
E. KITCHEN—continued | E, KITCHEN—continued 
Ham slicer 8-inch._......_.. 1 ry 5.75 || Ope matting, 3 feet 4 inches 
OE cncittiiieese ce Be do ts ie. oso aE 2 12. 85 
Paring knife, 34-inch. ___ 1 | ; } Ironing board_............-- o<.. 
Paring knife, 3-inch.__._____! 1] ‘ 7 | [ic ahtitecasetvesderaes Baas 30. 25 
Pallet knife, 20-inch _..._.... BD bus 5.70 | | 
Kitchen fork ......_. 1 | } 3. 80 ¥. BATHROOM 
Coskewew .........--.....-.5: 1 | 2.70 || Shower curtain -..-....--.-- | 13. 40 
Tin opener___. 1 1.15 || Reena aia Tecate 
Skimming fork, 2-inch _- 1 1.75 i| EE ba itebconnistees ictieadbaowes pees. 18 


—_— 





BUILT-IN FURNITURE 


Living room: 
glass doors. 

Kitchen: Built-in sink, built-in wall cabinet (3), built-in side cupboard(3). 

Bedroom No. 1: Built-in bedhead with bookshelves; built-in wardrobe with 4 doors, 4 drawers, and 3 
uggage compartments. 

edroom No. 2: Built-in wardrobe with 4 drawers, 4 doors, and 3 luggage compartments. 

Bath hall: Built-in linen cabinet with 4 doors and4 drawers. 

Bath: Built-in medicine cabinet. 

Entrance hall: Built-in wardrobe with 2 door 

Built-in telephone shelf and wall mirror. 


BLOCK NUMBERS 8 THROUGH ll, 14 THROUGH 18, 21 THROUGH 27, 50, AND 51 


Built-in book cabinet, mahogany finish, with 11 doors, 7 drawers, and 4 open shelves, and 3 


compartment and shoerack. 























[Furniture—Type: I. Wood: Mahogany. Apartment—Type: A-2-b-I. 2 bedrooms) 
7 Deutschemark || : | Deutschemark 
Por costs : = "| costs 
Nomenclature | for |- Nomenclature tor | 
issue Unit! Total issue | Unit! Total 
—_—- — oo —- ee 
A. LIVING ROOM | | C. BEDROOM NO. I | | 
a 1. 685.00 || Hollywood beds and mat- | | 
Sofa _ __. ‘ sitar 1). 998. 00 sh ee 2/249.75 499.50 
Heavy chair 1 465.00 || Night tables with glass____- 2) 80.00 160. 00 
Footstool ee rae 89.00 || Vanity table with glass. ___- | Ba pitials 358. 00 
oa 1 172.00 || Vanity chair_............... | eae 138. 00 
oe 1 159.00 || Vanity stool. ___- i netee | 42.00 
ee I ie 2135.00} 270.00 || Rugs 2 feet 4 inches by 4 | 
Radio table_..............--] 1 | 135.00 |} feet 4inches_._...........- 2| 34. 68 69. 36 
I CI oad eccpe cara | 1 --| 415.00 || Rug, velour, 11 feet 7 inches | 
Wingback chair__.........-- 1 ; 410. 00 BO NB a cireacn cn eiceene Bh scesee 164. 73 
Occasional chair. ........._- | 1| ..| 322.00 || Curtain and drapes aabeienel | =e 145. 00 
IE ia atin ncde noes 1 266.00 || Sunblind_._-..............- ade 38. 90 
Small round table | 1 145.00 || Night table lamps---......-- 3! 11.30) 33. 90 
Chair, dining, without arms 1) 85.00 |) 
Ree, 7 feet 4 inches by 4 | ‘ aww | D. BEDROOM NO. U 
Rugs, 13 feet 5 inches wv 10 * || Bedheads 2} 44.90 9. 80 
feet ; 2/329.86| 659.72 || BeGheads } 80. 
Curtain and drapes. ..._.__-| 1}_.....| 122.00 || ——— ‘beds and mat- 2/049.75| 499.50 
Floorlamp ones 1 72.70 || Night tables with glass _____ 2) 80.00, 160.00 
Table lamps oie 2, 39. 45) 78.90 || y es t ated SWE SNS. ...... i|_.....| 138.00 
Partition etiam. gintebvinka 1 | 2, 257.00 || bn —_ 4 inches b rir , 
yy eee dhe 2) 34.68) 69.36 
©, SESS Rug boucle, 7 feet 4 inches i tained 
ae Lepaiest . 
Dining table. S ’ 1 | 835.00 || y4 | 
Chair, dining, without arms 5, 85.00, 425.00 || ie oud drapes..-.....- 1 erry eo 
Chair, dining, with arms....| 2\125.00! 250. 00 | Nich A pers cas iis! 622 
Side table.........._- shots aes ce | 190.00 || Dat t table lamps. --......- } ab 0 . 
os 1\.....-| 118.00 || NS ea hissnn cannes 4) 25.00} 100.00 
Rug, 11 feet 6 inches by 8 i| 
Sitti cates siuxbane 242. 62 EK. RATH HALL 
Curtain and drapes 1 on 152. 00 | | 
Aerial connection cord .....- Danna SENT TEI wc cedaedesaderbiciabuinbiamaaniadhe | 1) 61. 47! 61. 47 
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Exuipit 7—Continued 


BLOCK NUMBERS 8 THROUGH 1l, 14 THROUGH 18, 21 THROUGH 


Num 
ber 
for 

issue 


Nomenclature 


F. RATH ROOM 


Window curtain 
Shower curtain 


G6. KITCHEN 


Kitchen stool 

Trash can 

Dish draining 

Basket 

Wall clock, electric 

Refrigerator, electric 

Range, electric 

Straight sauce pot 6% inches 
with lid 

Straight sayice pot 934 inches 
with lid sa 

French stew pan, 8 inches 

Shallow stew pan, with lid 
644 inches 

Shallow stew pan, with lid 
8 inches 

Double boiler 
inches 

Fry pan, 6 inches, 6% inches_| 

Fry pan, 74 inches, 7 inches _| 

Fry pan, 8% inches, 9% 
inches | 

Shallow stew pan, with lid 
6% inches | 

High-cooking pot, with lid 
6% inches ; 

Teakettle, 8 inches 

Pie plates, 8 by 10 inches 

Storage cans, .75, 1.0, 1.5, 2.0 
liter, set of 4... 

Sieve, 8 inches _- 

Dishpan, 16 inches 

Coffee percolator 2.5 liter 

Salad sieve, 10% inches 

Serving tray, 18 inches by 14 
inches 

Grill pan, 14 by 9 inches 

Mixing bowls 

Coffeepot 

Teapot ; 

Cups and saucers, set of 4 

Breakfast plates, set of 4 

Sugar bowl. 

Creamer. _.. 

Soup plates, set of 2 

Flat plates, set of 2 

Breakfast plates, set of 2 

Mixing spoons, set of 4 

Slicing board, 18 inches 

Rolling pin 

Meat hammer. --- 

Potato masher 

Spring forms.. 

Baking form 

Baking form 

Baking form 

Grater 

Nutmeg grater. 

Dustpan__-.. 

Iron, electric with extension | 
cord 

Bucket, galv- 


with lid 64 


oe 


a pet ft ft Pa) et tat tft tft ft htt tt bet ptt 


Deutschemark 


Tnit 


costs 


Total 


16. 10 
13. 40 


Nomenclature 


G continued 


KITCHEN 


Boxe 8, glass, for refrigerator 
Salt and pepper shakers 
Sirup pitcher 

Water pitcher 


| Tea gl ASSES 


Measure glass 
Tablespoons 

Forks 

Coffeespoons 

Table knives 

Soup ladle 

Skimmer 

Scoop, set of 4 

Sieve, 64-inch, round 
Sieve, 3-inch, round 
Ham slicer, 9-inch 
Ham slicer, 8-inch 
Ham slicer, 8-inch 
Bread saw 

Paring knife, 34-inch 
Paring knife, 3-inch 
Pallet knife, 20-inch 


| Kitehen fork 


Corkscrew 
Tin opener 
Skimming fork 


| Coco matting, 2 feet 4 inches 


by 16 inches 


| Ironing board 


3. 48 | 
. 61 

. 98 
76 

. 76 

. 38 

. 90 

3. 80 

- 95 

. 38 
38 

. 74 

. 30 

2. 97 
73 
.97 | 
.90 

1. 40 


75 


18. 
3. 50 || 


= 





compartments. 


Drapes 

Water glasses 

Beer glasses 
Champaigne glasses 
Cocktail glasses 
Liquor glasses 
White-wine glasses 
Red-wine glasses 
Sweet-wine glasses 
Dinner plates 
Soup Plates 
Luncheon plates 
Bread and butter plates 
Platter, oval 
Platter, oval 
Covered dish 
Gravy boat 

Salad dishes 
Coffee pot 

Teapot 

Creamer, low 
Cups and saucers 
Sugar bow] 
Dinner knives 
Soup spoons 
Butter spreader 
Serving spoons 
Meat forks 

Sugar shells 
Gravy ladles 
Dinner forks 
Salad forks 
Teaspoons... 
Salad servers..... 
Pie servers 

Butter knives 


Total. 


BUILT-IN FURNITURE 
Living room: Built-in book cabinet, mahogany finish, with 8 doors, 4 drawers, and 3 open shelves. 


Kitchen: Built-in sink, built-in wall cabinets (each 3), built-in side cupboards (each 3). 
Bedroom No. 1: Built-in bedhead with bookshelves, built-in wardrobe with 4 doors, 4 drawers, and 3 


” 


27, 5 


Num 
ber 
for 


issue 


gent tet et bent bed beh ed fe fe fd fod ed be 


Hee WO at OD at tet bt GS tet et et bet OO DD OO DOO OO GO 


), AND 51 


Continued 


Cont. 


Deutschemark 


Unit 


luggage 
hen No. 2: Built-in wardrobe with 4 doors, 4 drawers, and 3 luggage compartments. 
Bath hall; Built-in linen cabinet with 4 doors and 4 drawers. 
Bath: Built-in medicine cabinet. 
Entrance hall: Built-in wardrobe with 2 doors, 1 luggage compartment and shoe rack, built-in telephone 


shelf and wall mirror. 


te et BRD RD rm pe me ett pt et 


costs 


Total 


80 


15 


85 


. 25 


. 88 


fatal 


. 40 
2. 32 


20. 
1 


6. 
21. 
20. 


25. 


. 
8 
5. 
2 


20 
4 
20 
20 
sO 
00 


65 
05 


55 


- 20 


70 
90 
20 
60 
60 
40 
40 
80 
10 
40 
55 
50 
60 
40 
60 


10. 35 


a 
| 2.65 


80 


{15, 226. 31 








358 USE OF } 


Schedule of furnishinys, HICOG housing project, Plittersdorf—Continued 
BLOCK NOS. 8 THROUGH HI, 


|Furniture—T ype 


Nomenclature 


A. LIVING ROOM 


BOER. « on -seseccse 

Heavy chair 

Footstool 

Armchair for de sk_ 

Occasional chair 

Wingback chair 

Occasional chair 

Endtables 

sofatabke 

Cabinet buffet 

Chairs, dining, 
arms 

Radio table 

Coffee table . 

Rugs 13 foot 2 inches by 10 
feet Snake 

Rug 6 feet 8 inches by 4 feet 

Curtains and drapes 

Floor lamps ‘ 

rable lamps 

Aerial] connection cord 


without 


R. DINETTE 


Dining table ‘ 
Side cabinet with glass 
Chair, dining without arm 
Chair, dining with arms 
rug 11 feet 6 inches by 8 feet 
3 inches wage 
Curtains and drs apes 


Cc. REDROOM NO.I 


Hollywood beds and mat- 
resses nit éqetwneewe 

Night table he 

Vanity table............- | 

Vanity chair__.... 

Vanity stool 

Rug 2 feet 4 inches by 4 feet | 
4 inches 

Rug, v Nour 11 feet 7 inches 
by 4 fret. 

Curtains and drapes 

Sunblinds . 

Night-table lar nps 

Pillows. . 


D, PEDROOM NO. II 


Bedheads. -- 

Hollywood beds and mat- 

tresses : 

— tables _- 
Vanity chair__-___- 

Rugs 2 feet 4 inches by 4 feet 
4 inches 

Curtain and drapes S 

Sunblinds 

Night-table lamps 

PR oheccesuss 


E. BEDROOM NO. 3 


Bedheads 


Hollywood beds and mat- 


tress 
Night table 


1 Set 


Num- 


issue 


Exuisit 7— 


Wood: 


eo 
t 


) 


GS ~J3 to 


™ thot ow — to 


tom bo 
ty 
re 


2) 249. 


costs 


lt nit | 


00 
70 


00 
00 
00 


79 


. 00 
} 


30 


. 00 


vO 


TF 


10 


00) 


335. 
570. 
340. 
250. 


242. 


152. 


499. 


160 


460. 
138. 


42 


69. 


164. 
145. 


45, 
50. 


89. 
499. 
160. 
138. 


69. 


145 


89. 


499 
160 


14 THROUGH 18, 


Walnut. 


Deutschemark 


Total 


3. 00 

00 || 
. 00 
5. 00 
2. 00 


00 
00 
00 
00 


. 00 


00 
00 
00 


74 


67 


6. 00 


40 
vO 


. 0 


00 
00 
00 


00 


62 
00 


50 
00 
00 
00 
00 
36 


73 
00 


20 
00 


80 


00 


36 


». 00 
38. 90 
45. 
50. 


20 
00 


50 


50 
00 


Apartment 


Continued 


21 THROUGH 27, 
Type: A-2-b-II. 


Nomenclature 


E. BEDROOM NO. 3—con, 


Vanity chair 

Rugs 2 feet 4inches by 4 feet 
4 inches 

Curtains and drapes 

Sunblinds 

Night table lamps 

Pillows 


F. BATH HALL 
Rug, 10 feet by 3 feet 
G. BATHROOM 


Window curtsin 
Shower curtain 


H. FITCHEN 


Kitchen stool 

Trash can 

Dish-draining basket 

Well clock, electric 

Refrigerator, electric 

Range, electric 

Str-ight 
inches with lid 

Str ight 
inches with lid 

French stewpan, 8 inches 

Shallow stewpan, with lid 
614 inches 

Shallow stewpan, with lid- 
8 inches 

Double boiler, with lid, 6% 
inches 

Fry pan, 6 inches, 6 inches 

Fry pan, 7% inches, 7 inch 


| Fry pan, 8% inches, 944 | 


inches 
Shellow stewpan, 

644 inches 
High cooking pot, with lid, 

6% inches 
Tesrkettle, 8 


with lid, 


inches 


Pie plotes, 8 inches by 10 | 


inches 


| Storage cans, 0.75, 1.0, 1.5, 


2.0 liters ! 
Sieve, & inches 
Dishpan, 16-inch 
Coffee percolator, 2.5 liters 
Salad sieve, 104¢-inch 


Serving tray, 18 by 14 inches. 
| Grill pan, 14 by 9 inches__ 


Mixing bowls 

Coffeepot_ 

Teapot-_-__- 

Cups and saucers, set of 4 
Breakfast plates, set of 4 
Sugar bowl... 

Creamer 

Soup plates, set of 2___ 
Flat plates, set of 2.___- 
Breakfast plates _- 

Mixing spoons, set of 4 
Slicing board, 18-inch _ 
Rolling pin-_-.........-.-- 
Meat hammer-..--..--- 
Potato masher 


3 aoe 


s'uce pot, 6% | 


seuce pot, 934 | 


_ 


me hat fet INS et Pet fat Pett ft ft pt ft tft th 


NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 


| 
| 
| 
| 


34. 68) 


| 


11. 30) 
2) 25. 00) 





138 


69 
145 


38. 
45. 
50. 


61. 


16. 


13. 


~ 
oa - 


Noe SP SP FP 





AND 580 THROUGH 57 
_| Deutschemark 
costs 


Total 


00 


36 


». 00 


90 
20 
50 


47 


10 
40 


. 00 
5. 00 


00 


. 00 
. 00 
. 00 


00 
10 


60 
70 


10 


. 60 


50 


. 00 
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Exursit 7 


Continued 


Schedule of furnishings, HICOG housing project, Plittersdorf—Continued 


LOCK NOS. 8 THROUGH Il, 14 THROUGH 18, 21 THROUGH 27, AND 30 THROUGH 57—Con, 


Nomenclature 


H. KITCHEN—con, 
pring forms 
jaking form 
Do 
Do 
trater 
Nutmeg grater 
bustpan 
n, electric and extension 
cord 
Bucket, galvanized 
class, for refrigerator 
salt and pepper shakers 
Sirup piteher 
Vater pitcher 
lea glasses 
Measury glass 
lablespoons 
Forks 
Coffee spoons 
lable knives 
Soup ladle 
Skimmer 
Scoop, set of 4 
Sieve, 64-inch, round- 
Sieve, 3-inch, round 
Ham slicer, 9-inch 
Ham slicer, 8-inch 
Do 
Bread saw 
Paring knife, 34-inch 
Paring knife, 3-inch 
Pallet knife, 20-inch 
Kitchen fork 
‘orkserew 
lin opener 
Skimming fork 
Coco matting 2 feet 4 inches 
by 16 inches 
Ironing board 


30XeS, 


shelf. 


Num- 
ber 
for 

issue 


Deutschemark 


Unit 


costs 


Tots 


Nomenclature 


H. KITCHEN—con. 
Drapes 
Dinner plate 
Soup plates 
Luncheon plates 
Rread and butter plates 
Platter oval 

Do 
Covered dish 
Gravy boats, for sauce 
Salad dishes 
Coffeepot 
Teapot 
Creamer low 
Cups and saucers. 
Sugar bow! 
Dinner knives 
Soupspoons 
Butter spreader 
Serving spoons 
Meat forks 
Sugar shells 
Gravy ladles 
Dinner forks 
Salad forks 
Teaspoons 
Salad servers 
Pie servers 
Butter knives 
Water glasses 
Beer glasses 
Champagne glasses 
Cocktail glasses 
Liquor glasses 
White-wine glasses 
Red-wine glasses 
Sweet-wine glasses 


Total 


BUILT-IN FURNITURE 


Living room: Built-in cornerpiece with bookshelf, desk, and glass cabinet 


Bedroom No. 1: 


wardrobes with 3 luggage compartments. 


Bedroom No, 2 
Bedroom No, 3 
Kitchen 
Bathroom hall: 
Bathroom: 


Built-in wardrobes with 2 luggage compartments and 4 drawers 
Built-in wardrobe 4 door witn 3 luggage compartments and 4 drawers, 
Built-in wall cabinets 4, built-in sink with 3 side cupboards. 
Built-in linen closet with 4 doors and 4 drawers. 

Built-in medicine cabinet. 


Num- 
ber 
for 

issue 


Pe Oe 


FO QO GO BO GO GO GO OO me bet mt > GD OO BS GO OO OO OD OO et et tO et 


Deutschemark 


Unit 


costs 


Total 


1 
14 
14. 
il. : 
s 
12. 3% 
11. : 
10. 


14, 868. 30 


Entrance haH: Built-in wardrobe with 2 doors and luggage compartments; 4 shoeracks; built-in telephone 


Built-in bed head with bookshelves, built-in chest of drawers with vanity and flanking 
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Exuipit 7—Continued 


Schedule of furnishings, HICOG housing project, Plittersdorf—Continued 


BLOCK NO. 52 






































{Furniture—Wood: Walnut, mahogany. Apartment—Type: A-3-a. 4 bedrooms] 
—! Deutschemark Num-| Deutschemark 
: | ber costs y | ber | costs 
Nomenclature i» cries i Nomenclature re S 
) 4ssue Unit | Total | issue | Unit | Total 
| 
— —|-—}—— — |_| — 
A. LIVING ROOM E, BEDROOM—continued 
(MAHOC ANY) } 
Vanity table 1| 469. 00 
Combination furniture desk, Rug 4 feet by 2 feet 4 inches, | 
cupboard and bookshelf 1} set of 2 ~ i Bess 96. 00 
Bookcase l Bedroom chair | Bh 140, 00 
Set of nesting tables ] Curtain and drapes Tt 
Side table 1 Sun blinds asics 1) | 38. 90 
Cabinet (sideboard) - - - 1 Night table lamps. _____- | 4| 11. 30) 45. 20 
Table 1 | | 
Chow bench 1 8 F. BEDROOM III (MAHOCANY) 
End tables ; 2. | | 
Flower boxes_- 2 ; Bed head seuapietin | 2) 44. 90) 89. 80 
Davenport, large l 1, 298.00 || Hollywood beds... __- .| 2) 55.80) 111.60 
Large easy chair ! 496.00 || Mattresses | 2\155.00) 310. 00 
Upholstered stool 1 1 a as 2} 25. 00 50. 00 
Easy chairs 2/336.00} 672.00 || Night tables._.............. 2) 56.50) 113.00 
Easy chair with wooden | Chest of drawers 1] 258. 00 
armrests _. l 218.00 || Rugs 4 feet by 2 feet 4 inches, 
Arm chair__ } 1}. } 162. 00 set of 2 Ke ace 96. 00 
Rug, size 16 feet 5 inches by | | | Bedroom chair 1) 140. 00 
11 feet_.... l| | 941.50 |! Curtain and drapes. ..._- can 295. 00 
Rug, size 6 feet 5 inche: “S ; by PN 5. tia sistas trode a 38. 90 
9 feet 9 inches__ .s2; 360.00 || Night-table lamps-_--___--- 4; 11.30 45. 20 
Curtain and drapes, 11 feet | | | | 
by 6 feet 6 inches | 2/304.00! 608.00 || @. BEDROOM IV (MAHOCANY)} 
Curtain and drapes, 6 feet | i 
by 6 feet 6 inches } 1) 199. 00 || NS) a a swbeiees 2) 44. 90) 89. 80 
Curtain and drapes for | | ! Hollywood beds. ........__- 2) 55.80) 111.60 
baleony door l 182.00 || Matresses__............_..- 2:155.00! 310.00 
Table lamps___- 3) 39. 45 SN SET I Se sr raragansnei cose distsnine 2| 25. 00) 50. 00 
Floor lamps oA 2| 72. 70} 145.70 || Night tables_.............-- 2) 56.50) 113.00 
Aerial connection cord. 1) 17. 50 || Chest of drawers... ___.._- Bl sscods 258. 00 
| || Rugs 4 feet by 2 feet 4 inches, 
B. DINING ROOM 4 1} _ set of 2_- ‘ iictand 96. 00 
; || Bedroom chair... ea 140. 00 
Corner china cases... 1712. 00 1, 424.00 || Curtain and drapes.-. Uh  scnmcs 295. 00 
Sideboard hon 1| : 482.00 || Sunblinds Si aerciet 38. 90 
Table, extension _- } = 426.00 || Night-table lamps- --.-_-..- 4) 11.30 45. 20 
Chairs, back upholstered - - _| 6/138. 00 828.00 || 
Arm chairs. -- | 2)162.00) 324.00 |) H. BATHROOM NO. 1 
Rug, 9 feet 9 inches by 3 feet | | | 
3 inches | 1) 713.00 || Curtain, plastic..........-- ie 16. 10 
Curtain and drapes, 13 feet 3 | | || Shower curtain __.........-. er 13. 40 
inches by 6 feet 6 inches | a 376. 00 i| 
| | i} I. BATHROOM NO. 2 
Cc. HALL | | 
| | Shower curtain. ........._. OO cited 13. 40 
Rug, 5 feet by 6 feet 1)_.....| 108.90 |} Window curtain.........-- | 16. 10 
Rug, 4 feet by 6 feet 6 inches | 1j---..-| 103.00 || | 
| J. KITCHEN 
D. BEDROOM (MAHOCANY) | l] 
| Se Seeeenaenereteets Bis. 30. 25 
Hollywood beds 2| 55. 80) 111. 60 || Kitchen stool__...........-- OE tdseasl 30. 00 
Mattresses a 2 e 2/155.00; 310.00 |} Trash can.................. reatnéel 26. 00 
Pillows ; eS 2) 25. 00) 50.00 || Dish draining basket - - -_- aS 12. 00 
Night tables ak ! 2) 56.50} 113.00 || Wall clock, electrie_........ Risaatin 30. 00 
Vanity table onda 460.00 || Refrigerator, electric... .-.. Macias 1045. 00 
Rugs, 4 feet by 2 feet 4 | || Range, electrie______..-..__- iecalons 613. 03 
inches, set of 2. __. | 1}. | 96.00 || —— sauce pot 64% inch, 
Bedroom chairs 1 | 140.00 | w/lid Sinviean 6. 70 
Curtain and drapes, 13 feet | || Straight sauce pot 934 inch, 
by 6 feet 6 inches__.._._- as 348.00 || _ w/lid_- ip BBA a Ne ace Rs sdesce 14. 30 
ee 1 , 38.90 || French stewpan, 8 inch. __.- Towda 8. 50 
Night-table lamps---.-...-- 4 11.30 45.20 || Shallow stewpan, 64-inch 
a eee ae Dajan 6.00 
E. BEDROOM II (MAHOGANY)| | | ee stewpan with lid, : —_ 
Hollywood beds, --..--.-_-- 2| 55.80! 111.60 || Double boiler with lid 6%4- 
a te Tile TES | 2)155.00) 310.00 eco Se oe 8. 90 
Pillows. _- Ne! 2) 25. 00) 50.00 }| Fry pan, @inch...________- 5. 60 
ae 2) 56.50' 113.00 || Fry pan, 7-, 7-inch......-. 7.70 
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Exuisirt 7—Continued 


Schedule of furnishings, HICOG housing project, Plittersdorf—Continued 
BLOCK NO, 52—Continued 














on renee Num- Dontesbemnerk 
Nomenclature ienathietietsasheni Nomenclature a aie 
issue | Unit | Total issue! Unit | Total 
J. KITCHEN—Continued 4, KITCHEN—continued 
Fry pan, 844-, 944-inch 1 3 11. 50 Ham slicer, 9-inch l 7. 80 
Shallow stewpan with lid Ham slicer, 8-inch l 6. 90 
6\4-inch Bh 6.00 || Ham slicer, 8-inch ] 5. 75 
High cooking pot with lid, | Breadsaw tn 4. 55 
64-inch | 1 7.10 Paring knife, 34-inch l . 80 
Teakettle, 8 inch 1 11, 60 aring knife, 3-inch 1 75 
Pie plates, 8 x 10 inches 2) 1.45 2.90 || Pallet knife, 20-inch l 5.70 
Storage cans, .75, 1, 1.5, 2 } Kitchen fork —___-- 1 " 3. 80 
liter, set of 4 1 10.50 || Corkscrew DedGlenwaaes 1} 2. 70 
Sieve, 8-inch l 3.00 || Tin opener-.-.. dovéont 1 1.15 
Dishpan, 16-inch. 1 5. 00 Skimming fork ] 1.75 
Coffee percolator, 2.5 liter 1 11. 90 Coco matting, 2 feet 4inche 
Salad sieve, 1044-inch. - 1 3. 50 by 16 inches_. 1 2. 85 
Serving tray 18 x 14 inches 1 5.20 || Lroning board an | 1| 42. 00 
Grill pan, 14 x 9 inches__ 1 6.70 Drapes , ie l 30. 25 
Mixing bowls . 1 8. 48 Dinner plates_..........._- 12} 3.55 42. 60 
Coffee pot. ...-- Gises 1 6.06 || Soup plates ' 12} 3.55 42. 60 
Teapot 1 6.06 || Luncheon plates.......... 12} 2,60) 31.20 
Cups and saucers, set of 4 1} 3.48 Bread and butter = i iicinsal 12; 1.50 18. 00 
Breakfast plates, set of 4_. 1 6.20 | Platter, oval deal i535 10. 25 
Creamer l 1,08 |} Pantem, oval............... 2) 15. 55 31.10 
Suger bowl. _-_- . 1 1. 61 Covered dish i ens Dict as 19. 60 
Soup plates, set of 2...____ 1 1.76 || Gravy boat F/S________.____] 2| 7.40 
Flat plates, set of 2 oe 1 1. 76 Salad dishes. ..........-<<s. | 3| 5.45 
Breakfast plates, set of 2. . 1 & 0 | ii. 
Mixing spoons, set of 4___- 1 .90 | Teapot i ecnnnitals | Sibsdsee 
Slicing board, 18-inch - 1 3. 80 ONIN... necduewes } ic Sbtne 
Rolling pin. - 1 1.95 || Cups and saucers. ........- 12} 3.65 
Meat hammer - l .38 || Sugar bow] a Riis 
Potato masher 1 . 38 Dinner knives ---.-......... 12; 4.05 
Spring forms. --- 2| 1.37 2.74 IN is ce ncenen | a Bi 
Baking form... 1 1,30 || Butter spreader ............ 12} 2.35 
Baking form 1 2. 97 Serving spoons............- 4) 2.70 
Baking form_.--- 1 1.73 Meat forks-_-._....-- ine 3} 2.70 
Grater -... . 1 .97 || Sugar shells............ a Ri 
Nutmeg grater. sa 1 .90 || Gravy ladies............... Bg 
Dustpan.. 1 1.40 || Dinner forks..... jae 12} 2.70 
Iron, electric, with extension | | PI ou eceescedsces 12} 2.55 
cord See ened 1 18.75 || Teaspoons...............-- 24; 1.60 
Bucket, galvanized 1 3.50 |} Salad servers.............. | 
Boxes, gl: ass, for refrige’ rator_| 3} 1.65] 4.95 a eee oi « 
Salt and pepper shakers... 2 - 33} . 66 Butter knives_-.......- vated 2} 2.65 
Syrup pitcher. | 1 | 2.15 || Ice cream spoon............. 12} 2.70 
Water pitcher | Bknacl 3.40 || Soup ladle_.......- phil Bi cis 
II io a oc msde cane 6 .44 2. 64 2 ae 12} 1.40 
Measuring glass_-_ | 1 ; 1.70 8g SS eee 12) 1.86 
Tablespoons. - nenaan 2) 25 50 || Champagne glasses... __ _- 12) 1.86 
chen tvsntp asada’ q .3 . 50 || Cocktail glasses........._.-. 12} 1.40 
Coffee spoons.............. 4) .14) . 56 || Liquor glasses..__......... | 12} 1.05 
Table knives................ 2} 1.60 3.20 || White-wine glasses. ........- 12} 1.54 
GD TAG. 5 cietiswecnatting BD enews 1.00 || Red-wine glasses............ 12) 1.40 
SIR in =: atpenso | SL | 1.00 || Sweet-wine glasses_......... 12} 1.33 15. 96 
Scoop, set of 4___-- | Siesawe | 1,45 —— 
Sieve, 64-inch, round.. Sh, sein 1. 40 TOG cviewiccoccedases ---|---.--|24, 331. 67 
Sieve, 3-inch, round_-....._-- oes . 34 
| | 





BUILT-IN FURNITURE 


4 Entrance hall: Wall table; wardrobe with 2 doors, with 2 shoe racks; and 1 luggage compartment with “ 
oors. 

Kitchen: Wall cabinets (3); built-in side cupboard; bench fitted in; cabinets (2); cabinet with sink. 

Bedroom No. 1: Built-in bedhead; built-in wardrobe with 6 doors and 3 luggage compartments, and 4 
drawers and mirror. 

Bedroom No. 2: Built-in bedhead with bookshelves; built-in wardrobe with 6 drawers, 4 doors, and 3 
luggage compartments and mirror. 

Bedroom No. 3: Built-in wardrobe with 4 doors and 4 drawers, 3 luggage compartments with 6 doors. 

Bedroom No. 4: Built-in wardrobe with 4 doors and 4 drawers, 3 luggage compartments with 6 doors. 

Bath hall: Built-in wardrobe with 2 doors, 2 drawers, 1 luggage compartment with 2 doors; built-in linen 
closet with 4 drawers and 4 doors. 

Baths: Built-in medicine cabinets (3). 


3369 
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Exurpit 7—Continued 


Schedule of furnishings, HICOG housing project, Plittersdorf—Continued 


{Furniture 


Nomenclature 


A. LIVING ROOM (WALNUT 
Chest of drawers 
Book case 


Tea wagon 

Set of nesting tables (3 

Table 

Side tables 

Chow bench 

Flower boxes 

Davenport n/rem 

Davenport 

Large easy chair 

Upholstered stool 

Easy chair 

Easy chair 
armrests- 

Rug, 11 feet 6 inches by 16 
feet 6 inches 

Rug, 6 feet 5 inches by 10 
feet 

Curtain and drapes, 11 feet 
8 inches by 6 feet 5 inches 

Curtain and drapes, 7 feet 
6 inches by 6 feet 5 inches 

Curtain and drapes for bal 
cony 

Fable lamps_ 

Floorlamps. . 

Aerial connection cord 


with wooden 


BR. DINETTE 


Corner china case 
Sideboard 

Table, extension 
Dining room chair 
Armchairs 

Rug, 10 feet by 

inches 
Curtain and drapes 


13 feet 3 


Cc. GUEST ROOM (WALNUT) 

Wardrolx 

Desk 

lable 

Double-size sleeping couch 

Large easy chair 

Upholstered stool 

chair 

Chair for desk 

Rug, 7 feet & inches by 11 
feet 6 inches 

Curtain and drapes 

Curtain and drapes for bal- 
cony 


Fas 


D. HALI 


Rug 5 by 6 feet 
Rug, 4 feet by 6 feet 6 inches 


E. REDROOM I (MAHOGANY) 


Hollywood beds 
Mattresses 
Pillows 

Night tables 
Vanity table 
Bedroom chair 


BLOCK NOS. 53, 54, 55, 56« 


Wood: Walnut, mahogany. 





Apartment—T ype: A-3-b] 


Num-| Deutschemark Num-| Deutschemark 
ber costs her | costs 
o- vi Nomenclature oo = eS 
issue Unit | Total ‘sue! Unit} Total 
E, BEDROOM—continued 
1 548. 00 Rugs, 4 feet by 2 feet 6 inches 2) 48.00 96. 00 
1 359.00 || Curtain and drapes 1 | 295.00 
l 229. 00 Sunblinds l 38. 90 
1 231.00 || Night table lamps 4 11.30 45. 20 
1 247. 00 
4,106. 00 424.00 F. REDROOM II (MAHOGANY 
i 180. 00 
2} 59.00) 118.00 |) Bedheads 2, 44.90! 89. 80 
1 1, 1 A. 01) Hollywood beds 2 55.80 111. 60 
I 792 00 Mattresses 2 155. 00 310. 00 
1 476.00 | Pillows 2) 25.00 50. 00 
I 152.00 || Night tables 2 45.50, 113. 00 
] 539. 00 || Bedroom chair 1 140. 00 
: Rugs, 4 feet by 2 feet 6 inches 2 48.00 96. 00 
l 218.00 |! Curtain and drapes 1 400. 00 
Sunblinds 1 38. 90 
l 841.00 || Nignt table lamps- 4 11.30 45. 20 
I 360. 00 G. BATHROOM 
I $24.00 | Curtain, plastic 1 16. 10 
1 236. 00 Shower curtain 1 13. 40 
RREA® FAST NOOK 
1 182. 00 
2) 39.45 78. 90 C an 9 
2 72.70 145.40 urtain 1 30. 25 
i 17. 50 I, KITCHEN 
Kitchen stool 1 30. 00 
ea : Trash can 1 26. 00 
1 715,00) 1,430.00 |) Tish draining basket 1 12. 00 
i Wall clock, electrie 1 30. 00 
6! 138. 00 Refrigerator, electric 1 1, 045. 00 
a 189 00; 324.00 Range, electric 1 613. 30 
—— a Straight sauce pot, 64-inch, 
1 713. 00 with lid 1 6.70 
; 378 oo || Straight sauce pot, 934-inch, 
’ with lid 1 14. 30 
French stew pan, 8-inch 1 8. 50 
Shallow stew pan, with lid, 
i 529.00 |, 44-inch “= 1 6. 00 
1 710.00 |, Shallow stew pan, with lid, 
i 186. 00 8-inch___. . pan 1 8. 10 
I 69x. 00 || Double boiler, with lid, 6%4- 
1 482. 00 | _inch ; . 1 8. 90 
i 132. 00 Fry pan, 6-inch, 6!4-inch 1 5. 60 
j 339.00 || Fry pan, 7-inch, 7-inch 1 7.70 
1 162.00 || Fry pan, 84-inch, 94-inch - 1 11. 50 
Shallow stew pan, with lid, 
1 499. 00 64-inch . 1 6.00 
1 376. 00 High cooking pot, with lid, } 
64-inch 1 | 7.10 
I 182.00 | Teakettle, 8-inch- 1 | 11. 60 
Pie plates, 8 by 10 inches 2} 1.45 2. 90 
Storage cans 0.75, 1.0, 1.5, 2.0 
liters set of 4- 1 | 10. 50 
1 108. 00 || Sieve 8-inch l 3. 00 
l 103. 00 Dishpan, 16-inch ee 1}. | 5.00 
Coffee percolator, 2.5 liters 1 | 11. 90 
Salad sieve, 1044-inch_. ; 1 a 3. 50 
Serving tray, 18 by 14 inches. | 1 | 5. 20 
2 55.80 111.60 || Grill pan, 14 by 9 inches_ 1 | 6. 70 
2 155. 00 310.00 | Mixing bowls . 1. sa 8. 48 
2 25.00 50.00 | Coffee pot , 1 ‘a 6. 06 
2 56.50 113.00 | Teapot ; : 2 6. 06 
1 460.00 || Cuy-s and saucers, set of 4 1 ~-- +=] 6, 20 
. 140.00 |, Breakfast plates, set of 4_. a 3.48 





Bp 
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Exurpit 7—Continued 


Schedule of furnishings, HICOG housing project, Plittersdorf 


BLOCK NOS, 53, & 


Deutschemark 
costs 


Num- 
ber 
for 

issue 


Nomenclature 


Unit | Total 


I, KITCHEN—continued 
igar bowl 
reamer 
up plates, set of 2 
Flat plates, set of 2 
Breakfast plates, set of 2 
Mixing spoons, set of 4 
Slicing board, 18 inch 
Rolling pin 
Meat hammer 
Potato masher 
pring forms 
Baking form 
Do 
trater 
Nutmeg grater 
Dust pan 
Iron, electric, 
sion cord 
Bucket, galvanized 
Boxes, glass, for refrigerator 
Salt and pepper shakers 
Sirup pitcher 
Water pitcher 
Tea glasses 
Measuring glass 
l'ablespoons 
Forks 
Coffee spoons 
lable knives 
Soup ladle 
Skimmer 
Scoop, set of 4 
Sieve, 64-inch round 
Sieve, 35-inch, round 
Ham slicer, 9-inch 
Ham slicer, 8-inch 
Do 
Bread saw 
Paring knife, 34%4-i 
Paring knife, 3-inct 
Pallet knife, 20-inch 
Kitchen fork 
Corkscrew 
Tin opener 


with exten- 


shy 


BUILT-IN 


Kitchen: Built-in sink; built-in wall cabinets (corner) 
id with bookshelves; built-in chest of drawer 


Bedroom No. 1: Built-in bedhe 
wardrobes with 3 luggage compartments 
Bedroom No. 2: 
ments. 
Bath Hall 
Bath: Built-in medicine cabinet 
Entrance hall 
table and mirror 


Built-in wardrobe with 2 doors, 1 luggage compartment, and 2 shoe racks 


Continued 


55, 56—Continued 


Deutschemark 
costs 


Num- 
ber 
for 

issue 


Nomenclature 


Unit Total 


1. KITCHEN—continued 

Skimming fork 

Coco-matting, 2 feet 4 inches 
by 16 inches 

Ironing board 

Drapes 

Dinner plates 

Soup plates 

Luncheon plates 

Bread and butter plates 

Platter, oval 

Platter, oval 

Covered dish 

Gravy boat, for sauce 

Salad dishes 

Coffee pot 

Teapot 

Creamer low 

Cups and saucers 

Sugar bowl 

Dinner knives 

Soup spoons 

Butter spreader 

Serving spoons 

Meat forks 

Sugar shells 

Gravy ladle 

Dinner forks 

Salad forks 

lea spoons 

Salad servers 

Pie servers 

Butter knives 

Iced-tea spoon 

Soup ladle 

Water glasses 

Beer glasses 

Champagne glasses 

Cocktail glasses 

Liquor glasses 

White wine glasses 

Red wine glasses 

Sweet wine glasses 


Total 


FURNITURE 


(3); built-in side cupboards (1 corner) (3 
s with vanity and flanking 


Built-in chest of drawers with vanity and flanking wardrobes with 3 luggage compart- 


Built-in linen closet with 4 doors and 4 drawers. 


> 


built-in wall 
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Exuipir 7—Continued 


Schedule of furnishings, HICOG housing project, Plittersdorf—Continued 


[Furniture — Wood: 


Num- 


Nomenclature 


ber 
for 


issue 


A. LIVING ROOM 

Chest of drawers 

Bookcase 

Tea wagon 

Set of nesting tables (3 

Table 

Sidetables 

Chow bench 

Flower boxes 

Davenport, not removabk 

Davenport 

Large easy chair 

Upholstered stool 

Easy chair 

Easy chair with 
armrests 

Rug, 11 feet 6 inches by 16 
feet 6 inches 

Rug, 6 feet 5 inches by 10 
feet 

Curtain and dr: apes, 11 feet 
8 inches by 6 feet 5 inches 

Curtain and drapes, 7 feet 
6 inches by 6 feet 5 inches 

Curtain and — for bal- 
cony 7 

Table lamps... 

Floor lamps 

Aerial connection cord 


wooden 


B, DINETTE 


Corner china cases 

Sideboard 

Table, extension. 

Dining-room chair - - 

Armchairs 

Rug, 10 feet by 13 feet 3 
inches 

Curtain and drapes, 13 feet 
by 6 feet 6 inches 


C. GUEST ROOM 


Wardrobe 4 auwnetien 

Desk “ 

Table 

Double-size sleeping couch 

Large easy chair _--. 

Upholstered stool 

Easy chair 

Chair for desk - - .- 

Rug, 7 feet 8 inches by 11 
feet 6 inches . 

Curtain and drapes | 

Curtain and drapes for bal- 
cony ] 


D. HALL 


Rug, 5 by 6 feet | 
Rug, 4feet by 6 feet 6 inches 


E. BEDROOM I 


Mattresses... - .- 
Pillows_.-_-.--- names 
Night tables._........... 
Hollywood beds____. 

Vanity table 


5 pet ia ed ft fed td 


6 
2 


-™ bo tO bt PSD 


BLOCK NOs. 


Walnut, mahogany. 


Deutschemark 
costs 


Unit 


106. 00 


59. 00 


39. 45 


72. 70 


715. 00 


138. 00 
162. 00 


155. 00 
25. 00 
56. 50 
55. 80 


1, 


Total 


548. 
359. 


229. 
231 
247 
424 
180 
118 


792 
476. 
132 
339 


841 


00 
00 


. 00 


00 
00 
00 
00 
00 
00 
00 
00 
00 
00 


00 


00 


36. 000 


324. 


182. 


145. 
17. 


, 430. 


395. 
828. 


713. 
376. 


529. 
710. 
186. 
698. 
482. 
132. 
339. 


162. 


499. 
376. 


182. 


310. 
113. 


111. 
460. 


BR 
ss 


00 


00 
00 


00 


00 


00 
00 


00 


00 
60 
06 


53, 54, 


55, AND 56 
Apartment—Type: A-3-b. 
Nomenclature 


| Curtain and drapes 
| Sunblinds 


| Window curtain..........-. 


| Fry pan, 6 inches, 6_......... 


3 bedrooms] 


Deutschemark 


E. BEDROOM I—Ccontinued | 


Bedroom chair 

Rug, 4 feet by 2 feet 6 inches, 
set of 2 

Curtain and drapes 

Sunblinds 

Night-table lamps 


F. BEDROOM II 


Bedheads 

Hollywood beds. - 

Mattresses 

Pillows 

Night tables 

Bedroom chair 

Rug, 4 feet by 2 feet 6 inches, 
set of 2 

Curtain and drapes | 

Sunblinds 

Night-table lamps. - - 


G. BEDROOM ITI 


Bedheads - 

Hollywood beds... at 

Mattresses 

Pillow. _- 

Night table 

Bedroom chair __. 

Rug, 4 feet by 2 feet 6 inches, 
set of 2 eae 


Night-table lamps. .--.-...-| 
H, BREAKFAST NOOK 


Drapes 


I. BATHROOM I 


Curtain, plastic : 
Shower curtain.............| 


J. BATHROOM I 


Shower curtain__... 


K. KITCHEN 
Curtain 
Kitchen stool 
Trash can 
Dish, draining bs asket 
Wall clock, electric 
Refrigerator, electric... _.._- 
Range, electric__ 


Straight sauce pot, “64 
inches, with lid_.._....-. Z 
Straight sauce pot, 9% 


inches, with lid 
French stewpan, 8 inches 
Shallow stewpan, with lid, 

614 inches 
Shallow stewpan, with ‘lid 

ies cam 
Double boiler, with lid, | 

hn cise he dewcbe<- 











Num- oe 
| ber costs 
ee 
| issue | Unit} Total 
Be ince 140. 00 
1 96. 00 
1 | 348. 00 
1 328. 90 
4) 11.30) 45. 20 
2| 44.90) 89. 80 
2) 55.80 111. 60 
2/155. 00 310. 00 
2| 25.00 50. 00 
2) 56.50 113.00 
1 140. 00 
1| 96. 00 
Be | 295.00 
1 38. 90 
4) 11.30 5. 20 
2| 44.90] 89. 80 
2) 55. 80 111.60 
2/155.00} 310.00 
2) 25.00 50. 00 
2) 56.50 113. 00 
1 140. 00 
Bhai 96. 00 
1|_.....| 295.00 
Minsie 38. 90 
4) 11.30] 45,20 
ad 
Miisiest | 42.90 
| | 
i... dre 
ie aaeiee | 13. 40 
1| 13. 40 
1} - 16.10 
30. 25 
30. 00 
26.00 
12.00 
| 30. 00 
De dstb cme | 1,045. 00 
Risakercd | 613.00 
1) jilbinie 6. 70 
Biddhtecs 14. 30 
| RS 8. 50 
ee 6. 00 
Eissees- 8.10 
shoes 8. 90 
eae 5. 60 
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Exuisir 7—Continued 


Schedule of furnishings, HICOG housling project, Plittersdorf—Continued 


BLOCK NOS. 


| Deutschemark 


|Num- an 
costs 


ber 
for 
Unit | 


Nomenclature 


Total 


K. KITCHEN—Ccontinued | 


Fry pan, 7 inches, 7 a 

Fry pan, 84 inches, 944 

Shallow stewpan, with lid, 
6% inches 

High cooking pot, | with lid, 
64 inches_.-. . 

Peakettle, 8 inches . 

Pie plates,” 8 inches by 10 
inches - . 

Storage cans, 
2.0 lit set of 4 

Sieve, 8 inches 

Dishpan 16 inches 7 

Coffee percolator, 2.5 lit. 

Salad sieve, 1044 inches 

Serving tray, 18 inches by | 
14 inches 

Grillpan, 14 inches by 9 
inches - 

Mixing bowls 

Coffeepot 

Teapot 

Cups and saucers, set of 4 

Breakfast plates, set of 4 

Sugar bow! 

Creamer 

Soup plates, set of 2 

Flat plates, set of 2 

Breakfast plates, set of 2 

Mixing spoons, set of 4 

Slicing board, 18 inches 

Rolling pin- . 

Meat hammer 

Potato masher 

Spring forms 

Baking forms 


0.75, 1.0, 1.5, 


a) 


Baking forms 


Grater 

Nutmeg grater 

Dustpan | 

Iron, electric with extension | 
cord 

Bucket, galvanized | 

Boxes, glass for refrigerator __| 

Salt and pepper shakers_._.- 

Sirup pitcher__- 7 

Water pitcher 

Tea glasses Sand 

Measuring glass__.-- 

Tablespoons 

Forks 

Coffee spoons. 

Table knives_.- 

Soup ladle-- 

Skimmer 


. 75 
3. 5 
95 
66 
15 
40 
64 
70 
. 50 
. 50 
. 56 
20 
00 
. 00 


BO Dat et ND 


~] 


~~ be 


BUILT 


Bedroom No. 
luggage compartments. 


|| Pallet knife, 
| Kitchen fork... 


1: Built-in bedhead with book shelves; 


53, 54, 556, AND 56—Continued 


Nomenclature 


Scoop, set of 4___. 
Sieve, 64-inch, round... 
Sieve, 3-inch, round... 


|| Ham slicer, 9-inch 
|| Ham slicer, 8-inch 


Ham slicer, 8-inch 
Bread saw _. 


| Paring knife, 344-inch. 


3-inch 
20-inch__- 


Paring knife, 


Corkscrew 
Tin opener 
Skimming fork 


Coco-matting, 2 feet 4 inches 


by 16 inches 

Ironing board... 

Dinner plates 

Soup plates 

Luncheon plates 

Bread and butter plates_. 

Platter, oval 
Do 

Covered dish 

Gravy boat, 

Salad dishes 

Coffeepot 

Teapot 

Creamer, low 

Cups and saucers 

Sugarbowl 

Dinner knives 

Soupspoons. 

Butter spreader _. 

Serving spoons 

Meat forks 

Sugar shells-__-. 

Gravy ladles_. 

Dinner forks-. 

Salad forks 

Teaspoons - - 

Salad servers 

Pie servers 

Kutter knives 

Ice-cream spoon.__. 


F/S 


| Soup ladle. . 


Water glasses 

Beer glasses 
Champagne glasses 
Cocktail glasses. 
Liquor glasses 
White-wine glasses 
Red-wine glasses 
Sweet-wine glasses 


Total 


-IN FURNITURE 


built-in wardrobe with 2 doors, 


Deutschemark 


Num- 
, costs 


ber 
for 
issue 


| Unit 


Total 


KNNmMON—— 


ome 
et pet ee DD BD et Co oe BO BD ND BD tt SO BS 


bo tt NN tt bt 


16. § 
22. ¢ 
22. ¢ 
16. § 
12. 6 
. 4 18 
1. 40 16. 
1. 33 15. § 


‘ ae ---|% 058. : 


2 drawers, and 3 


Bedroom No, 2: Built-in chest of drawers with vanity and flanking wardrobes with 3 luggage compart- 


ments. 


Bedroom No. 3: Built-in chest of drawers with vanity and flanking single-door wardrobes with 3 luggage 


compartments. 
Den: Built-in flanking wardrobes, walnut finish. 
Entrance hall: 
Bath hall: 
with 4 doors and 4 drawers. 


Built-in writing desk with bookshelf. 


Kitehen: Built-in wall cabinets, 3 each. Built-in sink with 3 side cupboards. 


Bath: Built-in medicine cabinet, 2 each. 


Wall table, built-in wardrobe with 2 doors, shoe rack and 1 luggage compartment. 
Built-in wardrobe with 4 doors, 2 luggage compartments, and 4 drawers. 


Built-in linen closet 
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Exuisit 7—Continued 





Schedule of furnishings, HICOG housing project, Plittersdorf—Continued 


[Furniture—W ood 


Nomenclature 


A. TIVING ROOM 


Aerial connection cord. 
Combination furniture 
Davenport, 2 parts 
Chow bench 

Bookcase 

Chest of drawers 
Davenport 

Cabinet 

Easy chair, model 1846 
Wing chair 

Stool _ 

6-inch Stool 

End table 

Side table 

Rug, 11-foot by 16-foot 6-inch 
Floor lamp--- 

Table lamp-.- 


P, DINETTE 


Dining-room table 

Chairs 

China cabinet 

Sideboard 

Rug 11-foot 
13-foot 3-inch- 


6-inch 


by 


C. GUESTROOM 
Double size sleeping couch 
Desk - ._.. 

End table 

Dropleaf table 

Bookshelf 

Easy chair - 

Chair for desk _- 

Rug, 10-foot by 9-foot 2-inch 


D. PEDROOM I 


Hollywood beds. . 
Mattresses... - 

Pillow. : 

Night table 

Vanity table 

Bedroom chair- 

Rug, 4 foot by 2-foot 6-inch 
Sun blinds ocd 
Night-table lamps 


E. PEDROOM II 


Bedhead_._..--- 
Hollywood beds. - 
Mattresses 

Pillow. 

Night table 

Bedroom chair 

Rug, 4 foot by 2-foot 6-inch 
Sun blinds 

Night-table lamps 


F. BEDROOM III 


Bedhead___. 
Hollywood beds. - .. 
Mattresses___- 
Pillow _. 

Night table- 





BLOCK NOS. 57, 58, 59, 60, 61, 62, and 63 


Walnut. Color: Cherry, beech. Apartment—Type: A-4 
| | 
Num- a a Num- 
- sts - | 
aa F Nomenclature af | 
issue | Unit Total I _ 
er: __| 
F. BEDROOM IlI—con. | 
1 17.50 Bedroom chair J 1 
1 520. 00 Rug, 4 foot by 2 foot 6 inch 2 
1 1,065.00 | Sun blinds 1 
1 160.00 | Night-table lamps 4 
1 950.00 || Curtains and drapes for liv- 
2/511.00) 1,022, 00 ing room, balcony door, 
1 650. 00 dining room, den, bed- 
1 951. 00 rooms 
$358.00) 1,074.00 
1 525. 00 G. BREAKFAST NOOK 
1 110.00 
1 91.00 Curtain 1 
1 112. 00 
2 96.00 192.00  H. HALL (ENTRY AND BATH- 
1 780, 00 ROOM) 
2| 72. 70 145, 40 
2) 39.45 78. 9 Rug, 6 foot 6 inch by 6 foot 1 
I. BATHROOM NO. 1 
1 315.00 | Curtain, plastic 1 
8 94.00 752. 00 Shower curtain i 
1 634. 00 
] 599. 00 J. BATHROOM NO. 2 
1 641. 00 Shower curtain 1 
Window curtain 1 
K. KITCHEN 
1 750, 00 
1 609. 00 Curtain l 
1 120. 00 Kitchen stool 1 
1 140. 00 Trash can 1 
l 856.00 Dish-draining basket 1 
2/230. 00 460.00 Wall clock, electric I 
1 100. 00 Refrigerator, electric I 
1 384. 00 Range, electric 1 
Straight sauce pot, 64-inch, . 
with lid 1 
Straight sauce pot, 9%4-inch, 
5.80, 111.60 with lid 1 
00, =310.00 | French stew pan, 8-inch 1 
5. 00 50.00 Shallow stew pan with lid, 
50 113. 00 644-inch l 
460.00 Shallow stew pan with lid, 
100. 00 &-inch 1 
00 60.00 Double boiler with lid, 644- 
38. 90 inch 1 
30 45.20 Fry pan, 6-inch, 6-inch 1 
Fry pan, 74-inch, 7-inch 1 
Fry pan, 84-inch, 9}4-inch 1 
Shallow stew pan with lid, 
2 44.90 89. 80 644-inch 1 
2| 55. 80 111. 60 High cooking pot with lid, 
2,155. 00 310. 00 64-inch 1 
2) 25.00 50.00 Tea kettle, 8-inch 1 
2) 56.50! 113.00 Pie plates, 8 by 10 inch 2 
1 100. 00 Storage cons, 6.75-, 1.0-, 1.5-, 
2, 30.00 60. 00 2.0-liter, set of 4 1 
1 38.90 | Sieve, 8-inch i 
4 11.30 5.20 || Dish pan, 16-inch 1 
Coffee percolator, 2.5-liter 1| 
Selod sieve, 10%-inch 1} 
Serving tray, 18 by 14 inches 1) 
2 44.90 89.80 || Grill pan, 14 by 9 inches 1} 
2 55.80) 111.60 || Mixing bowl 1 
2155.00) 310.00 || Coffeepot 1] 
2' 25.00 50.00 || Teapot 1) 
2 56.50 113.00 | Cupsand saucers, set of 4 1) 


3 bedrooms] 


costs 


30. 00 


“11. 30 


100. 


60. 


38. 


45 


1, 938. { 


42 


16, 
13 


13. 
16 


30. 
30. 
26. 
12. 


30. 
1, 045, 
613 


| 
| Deutschemark 


| Unit} Total 


00 
00 
90 
») 


OF 


10 
40) 


40 
10 


25 
00 
00 
00 
00 
00 
30 


3. 70 


. 30 


. 50 


5. 00 


10 


90 
& 
70 
tH) 


A. 00 


10 
60 
90 
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Exuisit 7—Continued 


Schedule of furnishings, HICOG housing project, Plittersdorf—Continued 


BLOCK NOS, 57, 58, 59, 60, 61, 62, and 63—Continued 


Laan Deutschemark 
eo costs 
oe ‘ Nomenclature 
issue 


Ye sche x 
Num.| Deutschemark 
costs 


ber 
for 
Unit Total issue | , nit| Total 


Nomenclature 


K. KiTg&wEN—Ccontinued | K. KITCHEN—continued 


Breakfast plates, set of 4 
Sugar bow! 
Creamer 
Soup plates, set of 2 
Flat plates, set of 2 
Breakfast plates, set of 2 
Mixing spoons, set of 4 
Slicing board, 18-inch 
Rolling pin 
Meat hammer 
Potato masher 
Spring forms 
Baking form 

Do 
Grater 


Tin opener 
Skimming fork 
Coco-matting, 2 feet by 4 
inches by 16 inches 

Ironing board 
Dinner plates 
Soup plates 
Luncheon plates 
Bread and butter plates 

. 38 Platter, oval 

.38 Platter, oval 

7 Covered dish 

30 || Gravy boat for sauce 

46 || Salad dishes 

97 || Coffeepot 

Nutmeg grater 90 Teapot 

Dustpan : .40 || Creamer, low 

Iron, electric with extension Cups and saucers 

cord 75 || Sugar bow! 
Bucket, galvanized 3.50 |} Dinner knives 
Boxes, glass, for refrigerator 


95 || Soupspoons 
Salt and pepper shakers 66 || Butter spreader 
Syrup pitcher 


15 Serving spoons 80 
Water pitcher 40 || Meat forks 10 
Tea glasses 2. 64 Sugar shells 42 
Meesuring glass 70 Gravy ladle 48 
Tablespoons 50 Dinner forks 40 
Forks 50 Salad forks 60 
Coffee spoons 56 || Teaspoons RR 
Table knives 20 || Salad servers 00 
Soup ladle 00 Pie servers 40 
Skimmer 00 || Butter knives 68 
Scoop, set of 4 5 


45 || Ice cream spoon 40 

Sieve, 64-inch round 40 || Soup ladle 40 

Sieve, 3-inch round 34 Water glasses 80 

Ham slicer, 9-inch 80 || Beer glasses 32 

Ham slicer, 8-inch }. 90 || Champagne glasses 32 
Do 


75 || Cocktail glasses 5. 80 
Bread saw 5A 60 
Paring knife, 344-inch .80 || White-wine glasses 8. 48 
Paring knife, 3-inch 75 

70 || Sweet-wine glasses 5. 96 
Kitchen fork 80 ~- —---- 
Corkscrew 70 Total . 22, 944. 04 
| 


1.15 


RS 
00 
60 
60 
20 
00 
OR 


— Om RN NH Oe ee Ole toh 


10 
60 
80 
35 
vo 
00 
45 

5. 80 
5. 90 

60 

40 
00 


rat pet tet AS eet Stet tt tpt ft td fe 


wmNwnwnw + 


oer 


NNWNNNNNN NN eye 


emt ft ft fe ft tt ht pt ft tht tet oe BD ND et SD et et BD 


55 Liquor glasses 
75 Red-wine glasses 5. 80 
Pallet knife, 20-inch 


BUILT-IN FURNITURE 

Bedroom No. 1: Built-in bedheads with bookshelves; built-in wardrobe with 2 doors, 3 luggage compart- 
ments, and 2 drawers 

Bedroom No. 2: Built-in chest of drawers with vanity and flanking wardrobes with 3 luggage compart 
ments. 

Bedroom No. 3: Built-in chest of drawers with vanity flanking single door wardrobes with 3 luggage com- 
partments; built-in writing desk with bookshelf. 

Den: Built-in flanking wardrobes, mahogany finish. 

Entrance Hall: Wall table,-wardrobe with 2 deors with shoerack and 2 luggage compartments, coatrack 

Bath Hall: Built-in wardrobe with 4 doors, 2 luggage compartments and 4 drawers; built-in linen closet 
with 4 drawers and 4 doors. 

Kitchen: Built-in wall cabinets (2); built-in side cupboards (3). 

Pantry: Built-in wall cabinets (2); built-in side cupboard (1). 

Bathrooms: Built-in medicine cabinets (2). 
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Exursit 7—Continued 


Schedule of furnishings, HICOG housing project, Plittersdorf—Continued 
BLOCK NOS. 57, 58, 59, 60, 61, 62, and 63 
[Furniture—Type: I. Wood: Walnut and mahogany. Apartment—Type: A-4, II. 2 bedrooms] 


Deutschemark || 

Num. costs |] 
ee I] Nomenclature | ~ 
issue | Unit} Total 


|Num- 


am see 


Nomenclature 


A. LIVING ROOM | | C, GUESTROOM 


Wallboard Sleeping couch (double bed) 
Davenport End table__ 
Cabinet he | Chow bench__- 
i Eee Combination furniture 
End table__. | wardrobe, desk, shelf 
Easy chair—Model 1846.__-- Easy chair 
Wing chair Chair for desk 
Stool Rug, 6 feet 8 inches by 10 
Do | feet. : 
Side tables. 
Sideboard on — 
hs aia nnocineoecutore 
Bookcase - cones Hollywood beds- -- 
Rug, 11 feet six inches by | Mattresses 
13 feet 6 inches_- ; | Pillow. 
Rug, 6 feet 8 inches by 10 | | | || Night table. 
Pes dibtieiinmets | | b Vanity table 
Floor lamps DR eihvicig 2| 72. 70) ; | Bedroom chair 
Table lamps. ool 2) 39. 4! , | Rug, 4 feet by 2 feet 6 inches. 
| Sunblinds 
B. DINETTE | | Night-table lamps--....-.-- 


~ 
on 
a 


3 
BE 


ae 
ZEB 
sessssses 
N 
3 
S 238 33s 


Ze28s! 
% 33 


s 
3 
z 
2 


D. BEDROOM I 


me tek Det et tee tt et 


SES5= 
wese22222 





R835 





Dining room table on TS | E. BEDROOM TI 
Chairs wind 94. 00) | 
China cabinets vtts 2/655. +" || Bedhead 
Sideboard — 355. || Hollywood beds. - 
Rug, 11 feet six inches by | Mattresses 
13 feet 3 inches__.._...-..-| Pillow - 

Dinner plates | Night table bs ela 
Soup plates se | Bedroom chair | 
Luncheon plates_. ‘ | Rug 4 feet by 2 feet 6 inches 
Bread and butter plates Sunblinds ; t 
Platter, oval ce Night-table lamps--_.....--.| 

Do | 
Covered dish_ 
Gravy boat (for sauce) 
Salad dishes_. 
Coffeepot 
Teapot__ 
Creamer, low 
Cups and saucers. 
Sugar bow]. -_. 
Dinner knives__----- 
Soup spoons 
Butter spreaders_- 
Serving spoons 
Meat forks 
Sugar shells 
Gravy ladles ee Curtain, plastic_...........- 
Dinner forks 2 ] 32. || Shower curtain - - - 
Salad forks_. : | Curtains and drapes: ‘Living 
Teaspoons. room, balcony door, din- 
Salad servers ing room, den, bed room-.}.--.--|.-.--- 
PONS ial occas sos 
Butter knives A 
Iced-tea spoons_.........- 
Soup ladle. 
Water glasses_ 
Beer glasses ‘ i 
Champagne glasses__.__--_- 
Cocktail glasses 
Liquor glasses a 
White-wine glasses___. 
Red-wine glasses 
Sweet-wine glasses a 
Aerial connection cord -___. 


pot et OB RD ND ND et et Ot 
seta 09 wm 80 00 0 90 00 


| ¥. HALL, (ENTRY AND BATH- 
ROOM) 


Rug, 6 feet 6 inches by 6 feet_| 


G, KITCHEN 
| Curtain ___- 


H, BREAKFAST NOOK 


Curtain 





I. BATHROOM (2) 





ye 
= bo 


J, KITCHEN 


Kitchen stool _........----- 
| Trash can_- 
| Dish-draining basket ____ 
Wall clock, electric 
Refrigerator . 
| Range, electric__ . 
| Straight sauce pot, 64inches 
.80 || with lid. 
96 || | Straight sauce pot, 9% inches | 
17.50 || with lid 


fat fat ph pa pd ttt 
motte tte tne 








USE OF NONAPPROPRIATED FUNDS. BY EXECUTIVE AGENCIES 369 


Exuisit 7—Continued 


Schedule of furnishings, HICOG housing project, Plittersdorf—Continued 
BLOCK NOS. 57, 58, 59, 60, 61, 62, and 63—Continued 


i 
Deutschemark |Num-| Deutschemark 
costs ‘ nae costs 
| | Nomenclature Sie aiden 
Unit} Total | | sue | Unit| Total 
1} 


| Num- 
| ber 


Nomenclature for 





| 
' 
| 
| 
| 
| 


J, KITCHEN—continued J, KITCHEN—continued 


~ 


French stewpan, 8 inches | Potato masher 
Shallow stewpan with lid, | || Spring forms 
64 inches = B. Baking form 


Shallow stewpan with lid, Do. 
8 inches § Grater | 
Double boiler with lid, 64 | Nutmeg grater | 
inches... - .. | Dustpan | 
Fry pan, 6 inches, 6 inches. | a f Iron, electric and extension 
Fry pan, 7% inches, 7 inches _| . | cord ‘ 
Fry pan, 8% inches, 9% Bucket, galvanized __ 
inches eee ‘ || Boxes, glass, for refrigerator _| 
Shallow stew pan with lid, | Salt and pepper shakers. 
6 inches . Sirup pitcher 
High cooking pot with lid, | || Water pitcher. 
644 inches 1} Tea glasses Bdbole 
Teakettle, 8 inches | Measuring glass_-. 
Pie plates, 8 inches by 10 | || Tablespoons 
inches ; 5 . Forks_. 
Storage cans, 0.75, 1.0, 1.5, | || Coffee spoons 
2.0, liters (set of 4) : 994 . Table knives___. 
Sieve, 8 inches | : Soup ladle 
Dish pan, 16 inches al ‘ { Skimmer 7 
Coffee percolater, 2.5 liters = ; || Scoop, set of 4. 
Salad sieve, 104 inches | mati E Sieve, 64-inch, round 
Serving tray, 18 inches by | | || Sieve, 3-inch, round 
14 inches a 5. 2 Ham slicer, 9-inch 
Grill pan, 14 inches by 9 | || Ham slicer, 8-inch..........| 
inches a i ; Do. 
Mixing bowls | 8. 4 Bread saw 
Coffeepot : Te sets B. Paring knife, 344-inch 
Teapot 5. Paring knife 
Cups and saucers, set of 4_..| ce i. Pallet knife, 20-inch - 
Breakfast plates, set of 4....| aoe .48 || Kitchen fork 
Creamer- ---- . |. . 98 || Corkscrew 
Sugar bowl owe al sath . 61 Tin opener 
Soup plates, set of 2._- ‘ .76 || Skimming fork _____- | 
Flat plates, set of 2 aoe | . 76 || Coco matting, 2 feet 4inch | 
Breakfast plates, set of 2...) shuns 48 | by 16 inches . 
Mixingspoons, set of 4. ._-| a .90 || Ironing board. 
Slicing board, 18-inch._..._.| os 3.80 || Drapes. ..........- 
Rolling pin | 2 95 |) 
Meat hammer-............-| ae . 38 | Total 


th 
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BUILT-IN FURNITURE 


Bedroom No. 1: Built-in bed head with bookshelves; built-in chest of drawers with vanity, flanking 
wardrobes with 4 drawers and 3 luggage compartments. 

Bedroom No. 2: Built-in ehest of drawers with vanity, flanking wardrobes with 4 drawers and 4 luggage 
compartments. 

Entrance hall: Wall table; built-in wardrobes with 2 doors, 2 shoe racks and 2 luggage compartments. 

Bath hall: Built-in linen closet with 4 doors and 4 drawers. 

Bath: Built-in medicine cabinet. 

Kitchen: Built-in berth; built-in sink; built-in wall cabintes (2); built-in side cupboard (2). 

Pantry: Built-in wall cabinets (2); built-in side cupboard (1). 


Exursit 8.—Excerpt from Continental edition, London Daily Mail, December 
18, 1951, included in Congressional Record, January 21, 1952, pages 311-312 (see 
p. 44). 

Exuisit 9A.—The Bonn-Bad Godesberg area construction program chronology 
of events (see p. 48). 

Exuisit 9B.—HICOG construction program, Bad Godesberg-Bonn, Germany 
(general introduction to program) (see p. 49). 

Exuisit 9C—1.—Documents pertaining to preliminary planning, February 28, 
1950 (see p. 56). 

Exurpit 9C—2.—Memorandum from Glenn G. Wolfe, Executive Director, 
Office of the United States High Commissioner for Germany, to John J. McCloy, 
October 27, 1950 (see p. 58). 

( Tab ee of the advantages and disadvantages of a Bonn move 
see p. 61). 
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Exuipit 9C-3.—Memorandum from Glenn G. Wolfe, to John J. McCloy, 
November 14, 1950 (see p. 62). 

Exuipit 9C—4.— Memorandum from Glenn G. Wolfe, for the record, November 
21, 1950 (see p. 63). 

Exuisit 9D.— Memorandum summarizing the Bad Godesberg move to date, 
April 24, 1951 (see p. 63). 

Exuisir 9E.—General Information concerning American housing project ana 
shopping center area, Bad Godesberg (see p. 65). 


Eexuipir 10.— Memorandum concerning authority for use of counterpart funds 
from the spec - GARIOA account for Bonn building project (see p. 70). 

Exuisir 11} A.—Breakdown of costs of principal officers’ residences (see p. 77). 

Exurpir 11B.—House No. 1 (see p. 77) 

EXHIBIT >.—House No. 2 (see p. 77) 

[.XHIBIT .-—House No. 3 (see p. 78). 

EXHIBIT *.—House No. ms (see p. 78). 

EXHIBIT eee No. (see p. 79). 

\xuHipit 12.—Consolidated od schedule, Bonn housing proje ct (see p. 80), 

EXHIBIT —Foreign buildings operations participation in the Bonn construc- 
tion project ( (see p. 85). 

Exuipit 14.—Use of architectural and engineering services under contract by 
the Foreign Buildings Office (see p. 95). 


Exuisit 15 


FOREIGN BUILDING OFFICE ORGANIZATION 


B 0 OFFICE OF THE 
TH et F UNDER SECRETARY 
ORGANIZATION i 


FOREIGN SERVICE 


BUILDINGS COMMISSION 
OF TH COMMESS sanapeaiinan ‘STRATION ) onan) 


ADMINISTRATIVE 
OFFICER 


PROGRAMMING AND: LIAItson STAFF 
AMERICAN 
REPUPLICS 


TECHNICAL 


REGIONAL AREA OFFICES 


APA 
REGIONAL AREAS 
1. Habana 
2, Rio de Janeiro 


6 


l 


kK wHIBIT 
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Exuisit 17.—Funds transferred to Department of State from Department of 
the Army, July 1, 1949, to June 30, 1950 (see p. 97). 


Exuipit 18A 


ARTICLE FROM A GERMAN NEWSPAPER 
[Translation (German)] 


Srutreart, February 24, 1958. 


Dsar Mr. Brownson: I found the following article in the Stuttgarter 
Nachrichten of February 19, 1953 (year 8, No. 42): 


“CONGRESSIONAL COMMITTEE INVESTIGATES OccUPATION EXPENDITURES 
“CONFLICTS REGARDING BACHELOR APARTMENTS 


“WasuHineton (UP).—Last Tuesday a violent conflict arose in a hearing of an 
investigating committee of the American House of Representatives, when repre- 
sentatives of the State Department and the American High Commissioner’s 
Office were questioned with regard to the costs of apartments built for members 
of the occupation forces in Germany. 

“The members of the committee were particularly resentful over the statements 
concerning the apartments built in Bremerhaven. Among others, provisions 
were being made there for 12 ‘bachelor apartments,’ each costing $25,481 (over 
~— marks), as well as 16 ‘family apartments,’ at $40,736 each (over 160,000 
marks). 

“When Congressman Charles Brownson asked why the construction of these 
apartments was so expensive and what a comparable German apartment would 
cost, the Chief of the ee a Building Program Section in the State Department, 
Leland King, replied: ‘There are no comparable apartments in Germany.’ ‘Pre- 
cisely that is what looks suspicious to me,’ Brownson responded. But King 
quickly added: ‘I did not mean to say that those Bremerhaven apartments are 
in any way especially luxurious.’ The bachelor apartments must be roomy be- 
cause a bachelor needed ‘elbow room’ and space for his guests. 

“‘Brownson shook his head: ‘Those poor people, how they must have suffered 
in uncivilized Washington. I wish they would build apartments such as they 
built in Bremerhaven for the Members of Congress. But I am afraid, if I voted 
for such a proposal, I should not be reelected.’ 

“The Executive Secretary in the High Commissioner’s Office in Bonn, Glenn 
Wolfe, testified that in the opinion of his agency it was ‘bighly important’ that 
the families of HICOG employees, residing in Germany each had as trustworthy 
and good a German maid as possible. However, only people who could offer a 
good maid’s room could get good help. Therefore, each American apartment in 
Germany must have such a room. 

“The building program makes provision for completion of 40 buildings at a cost 
of approximately $19 million. By order of the USA President all building proj- 
ects of the Government must be supervised.” 

By way of comparison, the information which you desired from the Government 
representative, maybe the following clipping from an article in the Stuttgarter 
Nachrichten of February 8, 1953 (No. 41, p. 6), will help you: 


“Tue Financiay Sipe or It 


‘However important decent camps, worthy of human habitation, may be, 
more important are apartments [homes] for refugees. That is why the Bund has 
transferred, as a starter, to the Land |[Wurttemberg] 19 million marks from postwar 
Relief funds. (It is the general opinion in Stuttgart that this amount is too low by 
5 million; negotiations in this connection are still being carried on.) On April 11 
the Land is to receive another 19 million marks. Arrangements for utilization of 
these millions have been made by the Bund Finance Minister in such a way that, 
either, for 12,000 marks each, 8 persons shall be placed in temporary shelters, or, 
that, for 6,000 marks each, a family of 4 shall receive a permanent home, within 
the framework of the social housing program. Since under that program the 
Bund bears 85 percent of the costs but the Land must furnish the remaining 
15 percent, the 6,000 marks from Bund funds will be supplemented by 1,300 
marks from Land funds. 
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“NO EASY DECISION 


‘Tn this respect, again, the decision is not easy,’ the above-mentioned section 
chief in the Refugee Ministry stated, ‘as to how we shall make the best possible 
use of the funds. If we turn the money over to the districts and communities 
immediately but leave the refugees in the camps until the apartments are com- 
pleted, we shall have achieved little. We, therefore, want to give the money to 
the mayors immediately, but at the same time tie thereto the condition that they 
shall take over the corresponding number of refugees immediately. In that case 
the individual mayor is able to make plans with the 7,300 marks for each unit of 
4 refugees, providing for them in the meanwhile decent shelter in some other 
way. This is not contrary to the directive of the Bund.’ ”’ 

The above concerns apartments for the countless refugees who have fled in the 
last few months from the German Soviet Zone to Berlin and are being redistributed 
from there over the Bund Republic. They are the ones for whom housing from 
Government funds is earmarked, totaling 7,300 deutschemarks (approximately 
$1,750) for a family of 4. , 

In comparing the above apartments with those at Bremerhaven, it must be 
borne in mind that another few thousand marks must be added for furniture, 
furnishings, and linens, etc. 

I should appreciate it if you will tell me briefly if this information has been of 
interest to you. 

Sincerely yours, 
Dr. GerHarD Bartram, Gynocologist, 
Alle Weinsteage 113, (14a) Stuttgart-Degerloch, Wurttemberg, Germany. 


(Translated by Elizabeth Hanunian, March 3, 1953.) 





Exuisit 18B 
LerreR From GLENN 8S. Wore ENporstnc GERMAN NEWSPAPER ARTICLES 


Orrice oF THE UNITED Srates 
HicH CoMMISSIONER FOR GERMANY, 
OrFicE oF THE Executive Director, 
Bonn, Germany, April 2, 1958. 
The Honorable Cuaries B. Brownson, 
United States House of Representatives, 
Washington, D. C. 


My Dear Mr. Brownson: I recall that during the hearings you inserted into 
the record three articles from German newspapers with regard to the housing 
program in the Bonn-Bad Godesberg area. Upon my return to Germany my 
attention was called to two articles appearing in the Schwaebische Zeitung 
(vicinity Augsburg) under date of March 24, 1953, and in the General Anzeiger 
published in Bonn on March 30, 1953. I am enclosing these articles and trans- 
lations as well. I would appreciate it very much if you could see your way clear 
to permit the insertion of these articles in an appropriate spot in the record. 
I do not care to make the record of testimony any greater in volume than it 
already is, but I thought these two articles, which are more of the feature type 
articles prepared on the initiative of the German papers and by German writers 
were more indicative of the feeling here than straight news dispatches emanating 
from press services. 

Sincerely yours, 
GLENN G. WoLrFre, 
Executive Director. 


(Translation of article in Schwaebische Xeitung, March 24, 1953] 


INDEFINITE Potemics Acainst ‘“‘Littte WASHINGTON” ReEporRTERS CALLED 
THE AMERICAN ProJect ‘“‘GoLDEN GHETTO” 


Bonn.—The original curiosity over ‘Little Washington’’—the American 
project of the USA High Commissioner in Plittersdorf—has gradually become 
less andless. People put up with the fact that a small town was built for American 
officers and employees between Bonn and Bad Godesberg. On Sundays it was a 
nice walk for the Bonn and Bad Godesberg people to the grand planned project 
with its nice lawns and many American cars. But in the meantime people have 
become accustomed to that view. Now they know their neighbors and they are 
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glad that many apartments have been returned to their German owners since the 
Americans built their own apartments. Hundreds of people are still waiting for 
the British and French to do the same. 

As we have said, people got used to it. Especially since the original fear, that 
the Americans would separate themselves from the Germans, did not turn out to 
be true. They still buy in German shops and the social contact turned out to be 
better. The phrase “golden ghetto’’—as American reporters call it—is not quite 
true. If it were, do you think it would be possible that the American club in 
Plittersdorf lists 29 percent German members besides 52 percent American? 

Now, suddenly a storm has arisen, American newspapers. are criticizing these 
buildings with harsh werds. They write about extravagant'‘luxury and that the 
employees of the High Commission have moved back into their white ant buildings 
to practice the principle of ‘‘nonfraternization”’ once again. And a German weekly 
magazine—of course not known for its exactness—tells about the ‘“‘Mehlem 
Morgenthau-boys”’, who, surrounded by luxury, think their dark thoughts in 
their golden holes. The whole affair is so surprising and looks so intentional, that 
we decided to review the ‘“‘golden ghetto”’ once again with new interest. 

Most people do not know that these 458 apartments in Plittersdorfer Aue wer: 
not financed by the occupation fund, i. e. German money. The Americans have 
at their disposal a large amount of Marshall plan counterpart funds, from which 
they can use 25 percent, i. d. deutschemarks 3.5 billion. They have already used 
about deutschemarks 150 million for their buildings and will take another deutsche- 
marks 80 million for those planned. They built apartments and offices, not only 
in Bonn but in Frankfurt and other cities, too. So they are able to derequisition 
German apartments. Besides this American project there are 2 other large 
projects for 840 German employees in the vicinity of Bonn. And the most 
interesting point is that these houses are already in the possession of the Germa: 
Government. The Americans only retain the right of disposition for the apart- 
ments as long as the High Commission exists. 

If we consider that Germany still needs another 3.6 million apartments which 
will be finished in 1964 and that all the money on the German building market was 
spent for materials and salaries, then we must say: what the Americans produced 
with their money does more to create understanding between the two nations 
than millions of nice words. Why, then, these attacks in German newspapers? 
We can only think of an abstract speculation of nationalist instincts. We hav 
only one desire: that the American love for justice—always spoken of—wil 
sueceed in this, too, and that there will be peace and quiet. 


[Translation of article in General Anzeiger Bonn March 30, 1953) 
SKYSCRAPERS Not FALuine 


POETRY AND TRUTH ON THE AMERICAN PROJECTS IN BONN-TANNENBUSCH AND BAD 
GODES-MU FFENDORF 


Since their existence both American skyscraper-projects in Bonn and Bad Godes- 
berg have been the main topics of the day. For months it was rumored, not only 
in Bonn but in all parts of Germany, that the skyscrapers had sunk because of 
bad: construetion and therefore might tumble. And: now,. since they have not 
tumbled many citizens of Bonn, some city fathers too, have complained that a 
great part of the houses will be unused but this is incompatible with the enormous 
scarcity of dwellings, especially in Bonn. 

Now news comes from America that the instigators of these splendid programs 
have been called by the American Government to give an account of the too 
lavish installation of the apartments and the squandering of American taxes 
(which Uncle Sam may forbid). The latest rumor—all tenants of the Tannen- 
busch project will have, sooner or later, to move out of the apartments because 
they shall be requisitioned for soldiers of the European army. 


Who paid for the projects? 

You often hear this question, and at the same time the answer: “It is said the 
Marshall plan, but finally the Germans will have to pay for it.’’ Now, what is 
correct? The, buildings were paid for out of Marshall plan counterpart funds. 
When German export. still was rather low and we, therefore, did not possess any 
foreign currency, the Americans supplied us with food through the Marshall plan. 
The American credit which we were not able to pay was put to their account in 
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the Bank Deutscher Laender. The Americans decided to use these Marshall 
plan counterpart funds in Germany and so they did: in addition to other things 
they used it to erect buildings. This action was performed because they did not 
want the money unused and to stimulate the German economy. The buildings 
of the American projects in the vicinity of Bonn were financed out of these funds. 
ind the costs? 

Some people say the projects were too expensively built and therefore the rents 
too high. What about this? As with all social apartment buildings, the con- 
struction costs are not taken as the basis for rents. The rents taken as model 
rents are according to the salary of the tenants. Many people are willing-to pay 
double the sum for one of these apartments at any time. This certainly is proof 
of the searcity of dwellings, as well as the good quality of the apartments 

In November 1951, when the projects were given to the German Government 

articles in all German newspapers were to be seen saying that in the Germ an capital 
the Americans built apartment projects in the amount of DM100 million. This 
is not quite true since this amount includes the large office buildings in Mehlemer 
Aue. The total sum for both HICOG projects in Bonn-Tannenbusch and Bad 
Godesberg-Muffendorf amounts to DM23 million. Since both projects provide 
824 apartments, 16 offices, 14 stores, and other rooms, each unit costs about 
[D)M25,000. Now, the apartments differ in size (from 40 to 80 square meters) 
so that the round sum does not give you the correct figure. But, if one considers 
that each apartment provides the most necessary furnishings, i. e.. lamps, refrigera- 
tor, linoleum floors, bath, and central heating, then one certainly should not 
riticize the expenses, especially since no German money was spent And the 
(mericans themselves did not build too expensively. Please keep in mind that 
each and every German mark is worth onlv one-fourth of one dollar—and in 
spending less than $5 million these projects certainly could not be built in. the 
United States of America either 

Concerning the German Republic acts in the financing we can only say that the 
governmental Minister for Finance, Mr. Schaeffer, once again showed himself 
is a prudent paterfamilias: Of course, be bought the real estate but therefore 

got the buildings as a gift in return, so that the league of taxpayers cannot b 

-gusted at all 


j planning in Tannenbusch 

We were just talking about real estate: Who else except HICOG would have 
ad courage enough to build 400 apartments in Tannenbuseh? Certainly nobody 
vould. Up until now many old Bonn people, who know Tannenbusch only as 
a desert or a drill ground for recruits, feel sorry for everybody who has to live in 
this terrible area. But this opinion is only of theoretical nature and will chang: 
like wildfire as soon as these old Bonn people have visited the present Tannen 
busch. Since Tannenbusch was an area unused and not divided into lots, the 
buildings could be erected with adequate spacing and free in the midst of lawns 
a dream of all city planners. Besides this clear, distinct architecture, regardless 
of effects and look, the mixture of flat and medium height buildings and skyscrapers 
was well acknowledged in regard to city planning 


Do the skyscrapers tumble? 


Tenants of the projects or those belonging to its administration cannot hold 
back their laughter when they are asked by clever people if it is true that the 
skyseraper have sunk about 20 centimeters. The administrator of Tannenbusch 
isually answers this question: ‘What, 20 centimeters? Much more. That, 
which you see as the ground floor now was the first floor 4 weeks ago.”” To quiet 
anxious hearts and as a warning for malevolent backbiters, listen: Neither of the 
2 skyserapers has sunk, not even 1 centimeter. If it had, the building police 
would have ordered immediate demolition. But we cannot think of this because 
of the solid concrete construction which is 60 centimeters thick and hard as steel 
Besides, this warning should be taken into consideration. At the end of last year 
an illustrated magazine issued pictures and reported the sinking of the skyscraper 
rhe firm sued this newspaper for damages to reputation and business and was 
paid DM100,000. 

The fact that these two projects were completed from the ground up within 
% months should be cause for admiration, but not trivial criticism. To planand 
to build 824 apartments in such a short time is certainly no trifle 
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Does good housing mean luxury? 

The strange thing is that the very same people who see the skyscrapers tumbling 
because of cheap construction, at the same time say the projects are too lavishly 
installed. Now, what is true? There is no longer a responsible city planner and 
architect in Germany who could, without remorse, agree to the construction of 
so-called simple, bad, and poor apartments. These houses, frugal, cheap, and 
too small, will become the slums of the future, where no one wants to live. They 
were built as temporary structures, they shall be nothing else. That the HICOG 
projects were not makeshift but well-known models, this should be considered 
as an asset. 

Only for HICOG employees 

Because of the scarcity of dwelling in Germany all apartments fall under 
governmental control by the Housing Bureau. There is only one exception for 
new buildings and so-called utility apartments. All persons no longer in the 
service of their office must move from their utility apartments (something like 
work apartments which can be used only by employees such as employees of the 
Government, railways, post office, HICOG, and so forth) to provide space for 
other employees. Since at present about 250 HICOG employees still do not have 
apartments in Bonn or vicinity, and since both projects are fully occupied, you 
can well imagine that in the near future no apartments for governmental employees 
or private individuals will be available. From time to time employees of minis- 
tries, foreign missions, certain professional organizations, and so forth, contact 
the company responsible for the administration of the projects telling that they 
have ‘‘on good authority” the derequisition of the projects and want apartments 
if possible as the first ones. Such rumors occur periodically every 2 or 3 months. 
But we must say that nobody can think of getting an apartment “underhandedly.”’ 
As long as the American officers still need apartments for their own aoeee it 
should be obvious that no apartments will be given to private individuals. Should 
there be any changes in this matter, the appropriation of the apartments will be 
decided upon by the Government only. 


Exursit 18C-1 


AMERICAN Hovusine Prosect, PLITTERSDORF. 
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Exuipir 18C-2 


Moprt or AMERICAN ONE-BEDROOM APARTMENT. 


ExurBit 18C-3 


Livinc Room—AMERICAN ONE-BEDROOM APARTMENT. 
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Exuipir 18C—4 


Mope. or AMERICAN THREE-BEDROOM APARTMENT. 


Exuisit 18C—5 


Living Room—AMERICAN THREE-BEDROOM APARTMENT. 
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Exuisit 18C-6 


MopE. or AMERICAN Four-BeprRoom APARTMENT, 


Exutisit 18C-7 


LiviING Room—AMERICAN Four-BEDROOM APARTMENT, 
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Exuipir 18C-8 


CorFEE SHOP AND SHOPPING CENTE 


Exurpir 18C—9 


COMMISSARY. 
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Exuipir 18C—10 


EXCHANGE STORE, 


Exuipir 18C-11 


AMERICAN RECREATION BUILDING SWIMMING POOL. 
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Exurpit 18C—12 


AMERICAN RECREATION BurLpING Bow.ine ALLEYs. 


Exuisit 18C—13 


AMERICAN CLUBHOUSE DINING Koom. 
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Exuisit 18C-14 


AMERICAN CLUBHOUSE DinING Room. 


Exuipsit 18C—15 


AMERICAN THEATER, 
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Exnipir 18C—-16 


AMERICAN THEATER INTERIOR. 


Se ed 


Exuisit 18C-17 
REsIDENCE oF Executive Director, HICOG. 


} 
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Exuipir 18C-18 


RESIDENCE OF Deputy UNrrep States H1icH ComMMISSIONER 





Exuisir 18C-—19 





RESIDENCE OF AssISTANT H1iGH COMMISSIONER AND GENERAL COUNSEL. 
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Exuisit 18C—20 


RESIDENCE OF Director, Orrice oF PoLiTIcAL AFFAIRS. 


ExnuiBit 18C-21 


RESIDENCE OF , MSA Specrtat Mission To GERMANY. 
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Exursir 18D 
[From Newsweek, March 3, 1952] 
GoLpEN GueTTro ... Unirep States $24,000,000 Bonn HmapQuarTERs 


Paul Morris, a management and budget analyst for the State Department, 
arrived in Bonn on a new assignment one recent Saturday morning. Three 
hours later, his family, including 2 children, were moving into a brand new 5-room 
Rhineside apartment. Two days after that, Morris himself was putting in full 
time in the equally new 6-wing headquarters of the United States High Com- 
missioner of Germany (HICOG). 

The accomplishment seems almost miraculous in contrast to the experiences of 
hundreds of Germans and foreigners who have spent months seeking adequate 
quarters in the undersized, overcrowded capital of Western Germany. In 
furtner contrast: others have had to dig deep for ‘‘key money” or advance rent; 
Morris lives rent free. Furnishings, from beds, chairs, and tables to 2 sets of 
dishes, silver service for 8, and a matched set of 48 glasses, are included. The 
kitchen, with large refrigerator and electric stove, could not be duplicated in 
any but wealthy German homes. Heat, electricity, and water are free. Morris 
does pay his telephone bill and maid’s salary. 

The project: The Morrises, singled out here only as an example, occupy 1 
of 458 apartments in a specially built development known to its residents as 
the Project and to its critics by such names as the Golden Ghetto or Little America. 
Its seventy-odd white stucco structures provide living quarters for the staff of 
the largest United States Embassy in Europe—due to replace HICOG this year. 

The project is 1 of 4 elements of an American building program in the Bonn 
enclave which cost the equivalent of $24,000,000, paid by the Germans in 
deutschemarks from ECA counterpart funds. The others: A 700 room office 
building, set on stilts because of the occasional Rhine River floods; 2 housing 
developments for HICOG’s German employees, each dominated by a 10-story 
apartment house. 

This elaborate setup has brought forth a flood of criticism—especially from 
visiting journalists such as Westbrook Pegler. The two major charges: 

It is exclusively and, some think, superciliously, American. Physically set off 
from the rest of town, it includes enough services and facilities to make it a self- 
sufficient unit, displaying but not sharing the characteristics of American suburban 
life. The development is equipped with a dollar-only shopping center which 
includes a supermarket commissary, post exchange, and liquor store (selling 
tax-free American cigarettes and liquor), newsstand, tailor shop, beauty shop, 
and snack bar complete with jukebox. Seldom do residents have to rub shoulders 
with the German man or woman in the street. Some like it that way—especially 
the diminishing number whose German roots go back to the early days of occu- 
pation and nonfraternization. Others don’t. ‘“‘We’ve been in diplomatic posts 
all over the world,” said the wife of one veteran Foreign Service officer, “‘but this 
is the first time I’ve ever had to live in a compound.” 

It is luxurious, even by average American, let alone German, standards. One 
official whose high position entitles him to the largest sized layout exclaimed 
frankly: ‘“‘My gosh, if only I could have something like this when I get back to 
New York.’ Certainly in the moderate-income ranks, if not also in the higher 
ones, HICOG employes are living better than they could at home. 

To these criticisms, State Department administrators make several answers. 
They recognize the contradiction between the American policy of soliciting a 
German alliance and the lingering ‘‘occupationitis’’ of some Americans and hope 
to combat this state of mind by opening the schools, swimming pool, and club to 
all, and by encouraging Americans to entertain German acquaintances. The 
dollar-economy stores will be replaced someday by German-operated concessions 
where anyone may buy with marks. An element of exclusiveness may remain, but, 
the administrators argue, it was unavoidable—some sort of housing had to be 
built, and to build separate units would have cost three times as much. As it 
was, the project was built economically, if not austerely, at a cost of only 80 cents 
per cubic foot. 

Financial facts: Besides HICOG points out definite savings: (1) By providing 
free quarters, the United States saves some $600,000 yearly in rental allowances 
otherwise payable. (2) By furnishing the apartments, the Government saves a 
large part of the cost of shipping family possessions; the average baggage charges 
in the past have been $750 for a transfer to Germany. (3) Like Morris, the em- 
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for immediate duty; in other capitals, many an official on full pay 
renders only part-time service for weeks while he seeks a place to live. In fact, 
American officials are so pleased with Little America they think it should be the 
model for similar developments in other American posts overseas. 
And its existence will allow abandonment of one practice which seems outdated 
‘ in a country constantly being reminded that equality is at hand. Scores of houses 
and apartments still requisitioned for State Department employees will finally be 
handed back to their evicted German owners. 





ployee i 
















Exuipit 19—Dollar savings through use of deutschmarks (see p. 120). 
Exuipit 20—Extracts from hearings before the Senate Subcommittee of the 





Committee on Appropriations (82d Cong., Ist sess.) fiscal year 1952, May 2, 1951 
see p. 124 

Exuipnit 21—Western Germany and counterpart funds (see p. 141). 

Exuipir 22—Portion of U 
statement at! 

Exaipir 2: 


tive to-use 










ited States High Commissioner MecCloy’s opening 
earings on the Supplemental Appropriation bill for 1952 (see p. 153). 
$—Testimony before congressional appropriation committees rela- 
local currencies for buildings, Mav 20, 1953 (see p. 158). 







ol 
Exuipit 24A—HICOG housing procedures (sec. 1—general) (see p. 164). 
Exuisit 24B—Section 2—procedure (see p. 165 
Exurpir 25—Paraphrase of Cable No. 4271 sent on November 21, 1950, from 


HICOG to the Department of State (see p. 167 


Exuipir 26—Paraphrase of Cable No. 3972 sent on December 1, 1950, to 
HICOG from the Departm« nt of State (see p. 168 











Exurpir 27 












HICOG 


GARTOA counterpart transfers, 1950-52 
Revenue income (made available 1952 
High Commissioner operating fund (made 
building program 


LocaL CURRENCY 





BupGets, Fiscan YEAR 1950-52 












DM 463, 000, 000 
59, 281, 842 





ivailable 1952 for Consular-America house 








st 


, 000, 000 












Total funds available 602, 281, 842 


Funds available 


Fiscal year 
Use of funds 






1950 195 















Public affairs D M118, 854, 696 | DM 147, 749, 157 D M52, 021, 635 D M318, 625, 488 
Construction 41, 771, 656 85, 568, 027 27, 463, 408 154, 091 
Administrative programs 4, 181, 508 3, 391, 037 1, 113, 420 8, 685, 965 
OM@GUS liquidation : 3, 383, 784 3, 383, 784 
Berlin programs 7, 233, 759 8, 713, 564 15, 947, 323 
Eseapee program 106, 800 106, 800 
Consular America house program 80, 000, 000 80, 000, 000 
Fiseal year 1951 liquidation 107, 452 107, 452 

Total, obligation 252, 255, 871 245, 421, 785 83, 982, 247 , 659, 903 







Unobligated balance 






Total, use of funds 602, 281, 842 








EXPI 





ANATION OF ITEMS HICOG LOCAL CURRENCY BUDGETS 








OMGI 'S liq sidation 

This money was used after October 16, 1949, the date of the State Department 
takeover, to pay unliquidated obligations, which were occasioned by the operation 
of the publie affairs program under military government auspices. 











Regular public affairs program 


These expenditures cover the various operating costs of the German public 
affairs program, including among other activities, the operation of Radio RIAS, 
the America Houses, the publishing of Die Neue Zeitung and the local costs of 
the exchange of persons program. 











= 
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Spe cial programs 


These expenditures defrayed the cost of support to special projects and in- 
stitutions which were selected by the High Commissioner as being worthy of 
United States aid because of their democratic sympathy and impact upon Ger- 
many’s development 





S per ial Berlin proqran 


Practically all of the 16 million deutschemarks were utilized to provide hot 
lunches for Berlin school children as a part of the Berlin aid program. This 
program is now being financed by the Berlin Senat 
Construction and furnish ng 


Of the 154,700,000 spent on construction approximately 27,400,000 was used 


for the Frankfurt housing project and approximately 123 million was allocated 


of which approximately 117 million was 
ve but will not be used. The remaining funds 
affairs faicilties and for the construction 


for Bonn construction and furnishing 
used and 6 million was held as a reser 
were utilized for rehabilitation of public 
of certain security installations 


Administrative programs 


This money used to defray de 
be justifiably charged to occupa 





Escapee program 


Preparatory to the formal establishment of the President’s escapee program, 
a program was developed in Germany utilizing funds available to the High Com- 
missioner. The program is now financed by a separate appropriation. 
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Summary of German program showing organization and allotments—Continued 


PUBLIC AFFAIRS PROGRAM EXPENSES 


Increase (+) 


























Actual, | Estimate, Estimate, or 
1950 1951 1952 Aenien (~) 
Executive direction and supervision: | | 
Public relations - - _. bbs iS : ihe : DM100, 000 | +-DM100, 000 
Reaction analysis...................-- 3 iets ‘ DM 243, 240 600, 000 +356, 760 
Total, executive direction and sagerriies a 
wee “ bnaseue ‘ _ 248, 240 700, 000 + -“ 760 
Information services: nine QE =i aa i oe 
Press and publications ---_............-.. DM 2838, 478 | 663, 598 1, 809, 000 +1, 145, 402 
Publishing operations-----..............- ‘ 11, 076, 874 13, 679, 822 11,959,000 | 1,720, 822 
DED PENI 4 sisal Ginkinsd<ardndnniosse 6, 842, 373 8, 281, 736 5, 922, 000 — 2, 359, 736 
Pe Cite india 1dpia xtehcinneuRnade waned 4,411,347 | 5,630,012 4, 194, 000 Wm _—1, 436, 012 
Total, information services_............. %, 619, 072 | 2, 255, 168 23, 884, 000 —4, 371, 168 
Educational and cultural relations: ee Oe a 
Educational conferences... _--__-.- ; | 25, 750 | 150, 000 4-124, 250 
Educational service centers. - - _. : 704, 292 | 687, 790 200, 000 —487, 790 
Other education ..._._.- oe Jaden sane ‘ | 3, 419,908 | 5,711,917 5, 002, 000 | —709, 917 
Information centers. ...........- nied 3, 596, 860 4, 658, 252 2, 500, 000 —2, 158, 252 
Cultural programs. . . apaaek 249,551 | 1,115,978 | 4,532,000 | +3, 416, 022 
Materials and exhibits... ie . 93, 165 431, 975 | 200, 000 —231, 975 
Religioes Gare... ...................-. 855, 608 1, 354, 395 | 700, 000 | — 654, 395 
i ee 788, 959 | 994, 695 | 788, 000 | — 206, 695 
Women's affairs___._......-- nb ckdbeetaaeede 4, 344 589, 963 | 616, 000 +26, 037 
Community activities... __- een he 2,201,635 | 7,690,700 | 3,768,000 | —3, 922, 700 
German youth ares). Sera alee 2, 235, 386 5,023,005 | 4,600,000 | —423, 005 
Labor affairs - 686, 815 1, 217, 566 2, 050, 000 | +832, 434 
Political affairs_. dcwe : 1, 336, 906 2,769,150 | 1,050,000 —1, 719, 150 
Administration of justice.._..__--. shcne scant 175, 756 | 420, 656 176, 000 | — 244, 656 
WOR GR ecnccrenieesncterstenas 1, 253, 781 900, 000 570, 000 —330, 000 
Total, educational and cultural relations. -- 17, 602, 006 | 33, 591, 792 26, 902, 000 —6, 689, 792 
|p ee ee — 
Exchange and special projects: ee 
European integration... -...........-.-- ies -| : | 600, 000 | +600, 000 
FES. dctocanvabimeass | 134, 700 | 292, 500 | 450, 000 | +157, 500 
ND iid cccnsnsbnid’ ol 224, 500 | 487, 500 | 750, 000 +262, 500 
Special projects 6, 756, 250 | 55, 100, 000 8, 000,000 | —47, 100, 000 
Total, exchanges and special projects........| 7, 115, 450 "55, 880, 000 ae 800, 000 | —46, 080, 000 
Total, public affairs program expense..._._. | 47 ” 336, 588 | 117,970,200 | 61, 286, 000 —56, 684, 200 
Berlin program: Grants to Berlin. ............-- ive 10, 200, 000 12, 000, 000 +H, 800, 000 
Program expenses (mandatory expenditures) : : hep lie, aa ek no? ee 
Joint Export-Import Agency. -- | 1,059, 102 DOES V,cackeessaass —195, 000 
Care and maintenance of displaced ‘popula- 

ee ee eae .| 83, 829, 909 85, 794,601 | 20,814, 692 — 64, 979, 909 
Demilitarization, reparations, and restitu- 

Tos saitaliens nash liters antl haaiaanatnes titlh encataliiid i aide 7, 317, 108 2, 100, 000 | ri 000, 000 —1, 100, 000 
OVE BV Ben cass snwsceseens 745s. fee wale 4,791,060 | 4, 132, 966 | — 658, 094 
Combined Travel Board ..............--- cinteldines acuta 656, 000 | 338, 630 —317, 370 

Total, mandatory program expenditures-. | 92, 208, 119 _ 9%, 536,661 | 26,286,288 | —67, 250, 373 

| = = === 

Cent Watts cn giwediccananeimndqnassmn cuss | 372, 083, 042 “449, 190, 110 | 267, 292,297 | —181, 897,813 


} 
| 





HIGHLIGHT STATEMENT—DEUTSCHEMARK BUDGET 


The deutschemark resources of the High Commissioner are obtained from (a) oc- 
cupation costs requisitions; (6) mandatory expense charges; and (c) GARIOA 
counterpart funds. In addition, approximately DM2,761,625 will be received 
from ECA counterpart during fiscal year 1951 as reimbursement for services sup- 
plied the ECA Mission in Germany. The breakdown of the total deutschemark 
resources presented in these estimates, by categories of funds for 1950 and esti- 
mated for 1951 and 1952, is as follows: 





1950 | 1951 1952 
CI Ginn cin noes penecdasincctccccccessnce — 79, 305, 076 77, 415, 893 74, 148, 483 
Mandatory expenses... -.....--.-...--.------- ? | 192, 851, 083 154, 528, 482 43, 143, 814 
GARIOA counterpart -_-....-..----.------ aarauae 99, 926,883 | 217, 245, 735 150, 000, 000 


OMscasiatocabiiss beecocvscnce ° sete 372, 083,042 | 449,190,110 | 267, 202, 297 
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internal occupation costs 





internal occupation costs (hereinatter referred to as “occupation costs Irie 
the following categories of expenses incurred German currency for the maint 
nance oO wed i¢ s ioned In Gel any 
exper es incurred bv the o upatio forces and oc supation Authority 
for goods and services for the maintenance and welfare of the allied for: 
stationed in Germany, e. g. rent for land, buildings and furniture; purchass 
of furniture; lodging, heating and lighting; upkeep of administrative and bi 
leting premises, transport; postal and all types of internal communicat 


medical ¢ penses; employment of Germa labor; and all similar or 
resu eC! of expenditure incurred for the allied forces ‘n Germany 

b ‘ategories of expenses which may in the future be considere 
necessary by the Allied High Commission 


exp 








the legal authority for the requisition of services and property to be financed 
from occupation costs is based upon the Hague Convention IV of 1907. Power 
e field of occupation costs and other requirements is reserved to the occupatio 
iorities in Germany in section 2, paragraph 3, of the Occupation Statute and 
section V, paragraph 3, of the Charter of the Allied High Commission for German) 
outlines a procedure for preparation, submission, and control of the budgets for 
occupation costs and mandatory expenditures 

During fiscal year 1952, 41 percent of the occupation cost budget will be used 
for personal services and 59 percent for other operating expenses. 





aut 


Va ndatory eT pe ndit ive 


Mandatory expenditures are those expenditures, other than for the main- 


tenance of the Allied forces, which are incurred in German currency under the 
lirect’ financial and administrative contro] of the occupation forces and au 
thoritie These expenditures are divided into two classe 
a) Class I mandatory « xpenditures are those charges upon the Germa 
authorities which are a direct result of the capitulation. These expendi 
tures may or may not eventually benefit the German economy.  Inelud 


under class [ mandatory expenditures are care and maintenance of dis 
placed persons, reparations and restitutions, ete 

b) Class II n i 
for, or which u 


andatory expenditures are those charges which are primarily 


ltimately may benefit, the German people, but which ar 
led by the occupation forces and authorities. Ineluded 
under class II mandatory expenditures are civil aviation, trade and travel 
control expenses 


directly contro 


The authority for the utilization of these funds is the same as quoted for occu 
pation costs 
The 1952 budget divides the mandatory expenses as follows: 


Percent 
Care and maintenance of displaced persons 84 
Civil aviation ‘ 12 
Combined travel board 2 
teparations and resitutions f 2 


The total occupation cost and mandatory expense. figures of DM231,944,375 
budgeted in 1951 for HICOG purposes represents 10 percent of the total United 
States cost to Germany; 89 percent of the remainder is being spent on United 
States Army Forces’ programs in Germany. A table below provides a breakdown 
of the major expenditures of occupation costs and mandatory expenditures 1951: 


U.S. Army D M2, 210, 034, 122 
Tripartite and Allied organizations in United States Zon 9, 096, 701 
Support to ECA (reimbursed), United States consulates, Department of Justice Mission, 

DP Commission, Allied consulates, and others 8, 156, 339 
Reserved for payment of claims 17, 095, 039 
Costs directly attributable to mission of United States High Commis 

sioner 

Personal services 1D M 20, 704, 109 
Logistic support 15, 651, 386 
Operating expenses 41, 060, 398 
Mandatory exm : 

Care and maintenance of displaced persons DM 145, 082, 882 

Other 9, 445, 600 


231, 944, 375 


Total | udzet with supplements 2, 476, 326, 576 


25, O4 
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The 1952 reduction in HICOG occupation costs of approximately DAB 
llion reflects the general program contraction, shown in the dollar budg 


The decrease in mandatory expenditures is the result of the reduction in tl 


imbers of displaced persons requiring assistance and the juidation 


sOlnt Export-l[mport Ag JISTA 





GARIOA counterpart 


GARIOA counterpart funds are derived from the German deutschemark 





osits resulting from United States aid program: Authority for use of thes 
funds is contained in sections 114 (h) and (i) of the Economic Cooperation Ac 
of 1948 (as amended) and Title III of Public Law 759, 8ist Congress It is t} 


policy of HICOG to expend GARIOA counterpart on essential programs of th« 
occupation which, it is thought, cannot properly be charged to occupation cost 
or mandatory expenditures. During 1952, these funds will, therefore, be used 
principally for the publie affairs programs, Berlin relief and Bonn construetio 
Some receipts accrue from certain public affairs activities which are considered 
for budget purposes, a part of this fund Receipts are, however, constantl 
decreasing 

Planned expenditures for fiscal year 1952 for this fund include 


i ft 
Personal services (Publie Affairs) 16 
Nonsalary expenses (primary Bonn construction $5) 
Berlin special programs ) 
Publie Affairs program expenses i] 


The 1952 programs in the Public Affairs field requiring large expenditure of 
deutschemarks have been substantially contracted, which accounts for the 
reduction of approximately DM62,200,000 from the 1951 figure 

In addition to the HICOG expenditures budgeted for in this document for 1952 
there are other uses of GARIOA counterpart funds which are not shown, such a 
various aid programs in Berlin. 


Occupation activity —GARIOA counterpart 


! Estimate i 
HICOG Actual, 1950 : Estima 2 
1951 le 4 

General operating expenses 1D M727, 630 | DM797,037 | DM2, 481,930 | + DM1, 684, 89 
Representation allowances 68, 48° 80), 258 234, 89 an’ 43° 
Logistie support of personne! 126, 000 118, 000 & | 
Land, structures, and equipment 17, 880, 000 23, 980, 500 16, 560, OOF 7, 420, A 

Total, HICOG 18, 676, 110 2h, 183, 792 19, 394, 7A¢ 5. TRY. 042 
Berlin program: Grants to Berl 10, 200, 004 12, 000, 00 +1, 800, O01 

Total, all obligations 18, 676,110 | 35, 383, 792 31, 394, 750 3 ORO. 042 

| | 


HIGHLIGHT STATEMENT OCCUPATION ACTIVITY 


The occupation activity during fiscal year 1952 will be financed as follows 





Occupation cost D M67, 880, 438 
Mandatory expenditures 26, 286, 288 
GARIOA counterpart 31, 394, 75 
ECA counterpart reimbursement 2, 761, 62 


Occupation costs 

Tacluded in the occupation costs total is a DM7.2 million expense which repre- 
sents a prorated share of the logistic support charges formerly included in the 
EKUCOM budget and which was reimbursed by HICOG during 1950 and 1951 
from funds provided in the item ‘Logistic support of personnel.”’ The direc 
assumption of responsibility by HICOG of a number of the administrativ 
services formerly provided by the Army, plus the contraction of administrative 
needs, will permit an approximate saving during 1952 of DM1,609,000. Other 
savings in fiscal year 1952 are the result of the elimination and contraction of 
HICOG programs. 

The 1952 personnel figure of 1,426 is, however, subject to an appreciable de 
crease if the alien replacement program is adopted in its present recommended 
size, 

Included in the nonsalary item are provisions for office equipment and supplies 
rents, utilities, purchase of vehicles and repairs, and maintenance of real estate 






33693-—53-——— 26 











394 USE OF NONAPPROPRIATED FUNDS BY EXECUTIVE AGENCIES 


Mandatory expenditures 


Within the occupation activity, deutschemarks available through mandatory 
expenditures will be utilized for the care and maintenance of displaced persons 
and refugees. Included in the 1951 figure of DM145,082,882, and the 1952 
figure of DM36,282,150 are administrative costs of the International Refugee 
Organization, travel and transportation expenses for the movement and resettle- 
ment of displaced persons, and food costs for displaced persons. 

The resettlement program, however, is nearly completed and it is anticipated 
that by the end of calendar year 1951, persons not capable of resettlement will 
become the financial responsibility of the German Federal Republic. Some funds 
will be needed after this date for the administrative costs of phasing out the 
program, the settlement of outstanding real estate and property claims, and for 
the settlement of ethnic Germans. 

The JEIA administrative program, which has been considered a mandatory 
expense in the past and required DM610,000 during 1951, will be liquidated on 
or before July 1, 1951, except for a small records disposal chore. 

The combined travel board program is rapidly being turned over to the Federal 
Republic. During 1952, DM650,498 will be required for administrative expendi- 
tures in connection with its liquidation. In 1950, this program was carried as an 
occupation cost and since segregation of this charge was impossible, no figure is 
included in the 1950 column. The deutschemark receipts of the combined travel 
board were referred to the German Federal Republic as mandatory reeccipts which 
reduces the net cost of the program to the Germans. Total receipts during 1950 
were DM571,667. 

The operation of civil airways facilities and services are also included as manda- 
tory expenses. During 1951, these costs were DM5,572,000. It is estimated 
that they will be DM5,211,166 during 1952, as there is no likelihood that this 
program will be returned to the Germans within the next year. 

The cost of dismantling factories and the preparation of machinery for shipment 
were considered mandatory expenditures, but will be nonexistent in 1952. During 
1950, this program (DM7,317,108) included the demilitarization program, which 
explains the large reduction in 1951 and 1952. A nominal sum of DM1,000,000 


- 


is planned for 1952 to complete the reparation-restitutions program. 


GARIOA counterpart 

The counterpart funds are utilized within the occupation activity to meet the 
prorated share (based on numbers of United States personnel) of the cost of the 
Bonn construction, certain other nonsalary items, the physical move of HICOG 
to Bonn, and to provide representation allowances for key HICOG personnel 
In addition, DM12,000,000 is provided for special grants to Berlin. 











> 
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idministration activity, GARIOA counterpart 






: . Increase 
HICO Actual, 195 I eat, ae C4) oF de 
ah crease 

















eral operating expenses D M147, 710 D M529, 317 |D M1, 191, 510 | + D M662, 19 
Representation allowane 900 2, 000 2, 000 
I yistic upport of per 





ructures and equipment 





3, 630, 000 9, 592, 200 7, 920, 000 1, 672, 2 





obhigati 





3, 778, 610 10, 123, 517 9, 113, 510 

















EXPLANATION OF NONSALARY EXPENSES LOCAL CURRENCY 





COUNTERPART FUND 





















General operati 


g expenses D M8, 198, 000 
Actual and estimated obligations: 


1950 
1951 


1952 





1, 220, 840 
4, 522, 795 
8, 198. 000 









This budget 


categories: 


estimate includes items which may be generally divided into three 
































a) General: Includes such items as freight forwarding service, languag: 
training, and per di of American and Aliied personnel 
b) Office of Public Affairs: Includes those nonsalary and nonprogram ey 
pens ch a | and per dicm of German personnel, subscriptions t¢ 
newspapers and periodicals, office materials and supplies 
( Kreis resident off fmclud nonsaiary and nonproe¢ram items suc 
ra and per d all Kreis resident office German personnel including 
drivers, repair and maintenance of motor vehicles, materials, supplies, and 
certain items of equipment 
The increase in 1952 is | accounted for in the DM38,000.000 estimated 
‘ i ve from irt to Bon The remainder of the increase is 
» the funding of I\reis resident office transportation requirements for a full 
12 months’ period whereas this requirement was funded from counterpart in 1951 
for 8 months only, t first 4 months of the fiscal vear having been funded fron 





ie Occupation Costs budget 


2. Representation allowances 
Actual and estimated obligations: 
1950 


D M400, 000 








180, 220 
446, 850 
400, 000 

for the High Commissioner and 


his staff including directors of Information Centers, Kreis resident officers and 
United States Land observers 





This estimate covers re presentation allowances 






Representation allowances were originally authorized during the latter part of 
fiscal year 1950 for the High Commissioner and his staff at the office director level 
The increase indicated in 1951 over 1950 may be accounted for by the expansion 
of this program to include a greater number of individuals and further by the fact 


that actual 1950 obligations cover a 6 months’ period only 







3. Logistic support of personnel 

Actual and estimated obligations: 
1950 
1951 
1952 






D M200, 000 





. 200, 000 
z : P 200, 000 


Due to the isolated locations of the Kreis resident officers and Land observers, 
they require some flexibility in order to secure incidental local services and to 
meet emergency supply requirements. Provided for the purpose of such procure- 
ment from the local economy is an amount of DM200,000. The estimate repre- 


sents DM100 per month for each Kreis resident officer and United States Land 
observer. 










4. Land, structures and equipment __-- : _.. DM44, 000, 000 
Actual and estimated obligations: 
1950_ 





ee ‘ 30, 000, 000 
mdi 49, 662, 800 
44, 000, 000 


1951 
1952 
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rhis estimate for 1951 and 1952 covers the acquisition of land and construction 
offices and housing facilities in Bonn at an estimated cost of DM84,000,000 
The 1951 budget provides for DM48,000,000 of the total leaving an estimated 
quirement of DM36,000,000 in 1952 
rhe estimate for 1952 also provides for the acquisition of land, construction, and 
rnishing of 8 permanent Amerika houses at an estimated average cost as follows: 







ind acquisition D M150. 000 
Construction 600, 000 






irniture and equipment 250, 000 










1, 000, 000 


Total 











The actual obligation of DM30,000,000 in 1950 was for the construction of 
using facilities for HICOG employees in Frankfurt 






GARIOA counte part 








ORLIGATIONS BY ORJECTS 

















Personal services DM 22,315, 973 | DM 34,243, 090 |DM 23,916, 000 IDM 10. 327, 090 
lravel 1, 439, 65¢ $, 728. 550 4, 585, 990 +-S57, 440 
lransportation of things 743, 226 1. 400, O80 3. 258. O00 ! 
Communication services 1, 357, 242 92 O78, 820 1, 759, 240 319. SRO 
Rents and utility services 2, 274, 485 2, 955, 660 2, 399, 870 7% 
Printing and binding 3, 616, 971 1, 409, 310 3, 731, 400 677, Ol 
Other contractual services 13, 802, 970 23, 237, 914 21, 223, 470 2, O14, 444 
0S Supplies and materials 3, 503, 870 5, 432, 510 5, O18, 390 414, 120 
) Equipment 9, 254, 892 12, 269, 731 6, 981, 480 — 5, 288, 251 
Lands and structures 24, O18, 324 39, 961, 000 39, 000, 000 | 961, 000 
Grants, subsidies, and contributions 17, 599, 274 29, 070 38, 126, 160 49, 402, 910 



















Total obligations by objects 99, 926, 883 217, 245, 735 150, 000, 000 67, 245, 735 





ORLIGATIONS RY TIVITIES 





AC 
























Occupation 3, 110 35, 383, 792 31 3. 
Public affairs . 163 171, 738, 426 109, 491, 740 — 62, 246, 68€ 
Administration 3, 778, 610 10, 123, 517 9, 113, 510 1, 010, 007 











Total, obligations by activities 99, 926, 883 217, 245, 735 150, 000, 000 ~ 67, 245, 735 











Exuipit 29—Use of local currencies for purchase of land for occupation pur- 
poses, December 6, 1950 (see p. 171). 

ExurBit 30—Briefs of documents on file with HICOG (see p. 210). 

Exuisit 31—Summary of agreement between the Secretary of State and the 
Economie Cooperation Administrator regarding deposits to GARIOA account 
see p. 211). : 

Exuisit 32.—Letter from J. E. Welch, assistant general counsel, General 
Accounting Office, to Edward Kennelly, May 8, 1953 (see p. 216). 

Exuisit 33—Memorandum from Glenn G. Wolfe, re consultation of United 
States High Commissioner McCloy with foreign officials about the Bonn move, 
November 21, 1950 (see p. 219). 

Exuisit 34A.—Explanation of the organization and staffing recommendations 
or the Bonn Embassy (see p. 228). 

Exuisit 34B—Recommended organization pattern for Bonn Embassy (see 
p. 231). 

Exuisit 34C—Functional statements for recommended organization of Bonn 
Embassy (see p. 232) 

Exuipit 34D.—Suggested staffing plan for Bonn Embassy (July 1, 1952), re- 
capitulation (see p. 236) 

Exuirit 34E—Suggested staffing plan for Bonn Embassy (July 1, 
capitulation(see p. 236). 

Exuipit 34F—Chart, estimated trend of United States and German personnel 
strength, prepared as of October 1950 (see p. 237). 

Exnisit 34G—Projection of movement of United States and German staffs 
from Frankfurt to Bonn, as related to personnel strength (see p. 238). 















1952), re- 
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Exuisir 34H—Organization chart, Office of the United States High Commis- 
sioner for Germany (see p. 239). 

Exuisir 34I—HICOG American employees as of February 28, 1953 (see 
». 240). 

. Exuisit 34J—HICOG American employees as of February 28, 1953 (see 
». 240). 
: Exuisit 35—Construction timetable (see p. 246). 

Plittersdorfer housing development (see p. 246). 

German housing developments (see p. 246). 

Exnuisir 36—HICOG Houses Its Employees, from the HICOG information 
bulletin, February 1951 (see p. 247). 

Exuisit 37A—Letter from James E. Webb, Director, Bureau of the Budget, to 
heads of executive departments and establishments, December 29, 1948 (see 
». 260). 

: Exursit 37B— Maximum allowances of furniture and furnishings for Govern- 
ment-owned personnel quarters (see p. 260). 

Exuisit 38—Questions by General Accounting Office and answers by HICOG 
see p. 267). 

a eades 39—Schedules summarizing construction costs of Bonn construction 
projects (see p. 273). 

Exuisit 40—Breakdown of costs HICOG projects (see p. 274). 

Exuisit 41—Chart showing how cube figures used in exhibit 40 were deter- 
mined (see p. 276). 

Exuisit 42—Uncle Sugar Abroad—No. 1, by R. H. Shackford (see p. 289). 

Exuisit 43—Letter from Glenn G. Wolfe, Executive Director, Office of the 
United States High Commissioner for Germany, to Roland H. Shackford, Febru- 
ary 10, 1953 (see p. 290). 

Exuisit 44—Representation allowances for American representation in Ger- 
many (see p. 295). 

Exuisir 45—Information furnished by the Department of State concerning 
the title to property formerly held by M. Carstanjen, April 10, 1953 (see p. 302). 

Exuisit 46—United States High Commissioner addresses gathering at Bad- 
Godesberg, Germany (see p. 305). 

Exuisit 47—United States High Commissioner shakes hands with German 
workmen at Richtfest at Bad-Godesberg, Germany (see p. 306). 

Exuisit 48—Consolidated cost schedule of Bonn housing project (see p. 307). 

Exuisit 49A—Letter from Glenn G. Wolfe, Executive Director, Office of the 
United States High Commissioner for Germany, to Frank Heffner, April 3, 1953 
(see p. 308). 

Exnisit 49B—Adjusted consolidated cost schedule of Bonn housing project, a 
prepared by the General Accounting Office (see p. 309). 

Exuisit 50A—HICOG local employees as of February 28, 1953: Positions 
assigned to headquarters units, showing geographic location (see p. 325). 

Exuisit 50B—HICOG local employees as of February 28, 1953: Positions 
assigned Berlin element (see p. 326). 

Exuisir 50C—HICOG local employees as of February 28, 1953: Positions 
assigned consular offices (see p. 326). 

Exuisit 51—Status of GARIOA counterpart—Cash balances on certain selected 
dates (see p. 330). 

Exuisit 52—Funds available for HICOG operations (see p. 331). 


Exurpit 53A 


Lerrer From Letanp W. Kine, Director, ForeIGN BuritpIncs OPERATIONS, 
Tro Maurice J. Mountain, Marcu 18, 1953, rE FBO Operations 


Wasuineton, March 18, 1958. 
Maurice J. Mountatrn, Esq., 
International Operations Subcommittee, 
House Office Building. 


My Dear Mr. Mountain: In response to inquiries at yesterday’s meeting 
with Chairman Brownson, I submit the following information: 

1. Copy of Engineering News Record of September 4, 1952 (attached): This 
issue covers authoritative annual report on United States construction costs for 
the period ending July 1952. This treatise is very detailed and occupies the 
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entire issue. For the purposes indicated in yesterday’s discussion, I would refer 
you to the charts and tabulations on page 148. There have been some cost 
increases since this publication, which I would roughly estimate at 2 percent. 

2. Tabulation of expenditures by FBO, Department of State, on long-range 
consular buildings’ program since the end of the war in Germany: (These expendi- 
tures were all made under the provisions of Public Law 547 utilizing foreign 
currency credits in Germany arising from surplus-property disposals. The figures 
given are dollar conversions at the official rates of exchange.) 


(a) Improved property for Consulate General office building, Hamburg: 


Initial acquisition cost_ ; $160, 239 


Alterations and repairs - - _- i 98, 812 
Total project cost 259, 051 


b) Acquisition of sites, Munich: 
Sites for staff apartments: 
21 Koenigenstrasse 50, 624 
14 Kaulbachstrasse___- 29, 139 
Site for consular office building, 14 Von der Tannstrasse 
(61,500 square feet) - - - : 219, 524 
3. FBO expenditures on the Bonn projects were limited to the purchase of one 
parcel of land, rounding out the Plittersdorf site. This was snatiieand in dollars 
from a resident in the United States for the total amount of $1,721. 
4. Tabulation of adjusted program estimate for Consular/America House pro- 
gram, Germany (counterpart funds) : 


Number of 


Type | Deutschemarks Dollars ———— 

Cities | Buildings 

Consulates 19, 700, 809 | 4, 690, 669 7 | 7 

Staff housing 28, 709, 642 6, 835, 629 7] 18 

Principal Official Residence 4, 092, 203 974, 334 7 7 

American houses 11, 772, 496 2, 802, 975 6 6 
Subtotal 64, 275, 150 | 15, 303, 607 
Architect and Engineering : ; | 3, 733, 978 889, 042 | 
Communications and power equipment 1, 586, 454 377, 727 | 

Grand total 69, 595, 582 16, 570, 378 28 


Nores.—Family apartments in Bremen and consular office building in Bremen are the only projects 
under construction. 


Detailed breakdowns are attached. 

5. Tabulation of expenditures for residential properties for ranking officers 
in London, Paris, Rome, and Tokyo: The following projects were all improved 
properties, altered and repaired to meet requirements. No new construction 
projects for the top ranking officers in these cities has occurred. All expenditures 
were made under the provisions of Public Law 547 authorizing the utilization of 
foreign currency credits arising from surplus property disposals and lend-lease 
agreements, converted to dollars at the official rates of exchange in effect on dates 
of transaction. Since these properties already had building improvements, the 
land value has been separated at an estimated factor of 30 percent. This could 
vary 5 percent up or down between individual properties. 
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any additional informatio: 


L. W. Kina, 
Director, Foreign Buildings Operations. 


Exuipit 53B 


Tabulaiston of adjusted program estimate for the Consular-America house program— 


CONSULATES 


n 
Dusseldorf 
Munich 
Frankfurt 
Hamburg 
Stuttgart 


bremerbaven 


Less (a 
(b 


percent (b 
Plus (a 


l'otal, consulates 


STAFF HOUSING 


consulate 


VOA 


lotal, aff housing 


mon 


Germany 


Contin- 


gencies 


S00 
400 


000 


900 


HAM) 


Furnish- 


ings 


Subtotal 


2. 092, 62 


330, 075 


16, 318, 186 | 1, 317, 


2, 109, 800 380, 000 


4, 218, OOK 725, O88 
f) 1,065, 272) 
\) 1, 983, 696/ 
3, 816, 775 641, 941 
3, 250, 650 558, 792 


O44. S00 196, 000 


14, 630, 000 


28, GRO, 025 5, 550, 789 


Grand 


Land total 


188, 000 
300, 000 
919, 000 | 


737, 052 


511, 717 
49. 


, 705, 


SOU 
190 


1,197, 7£ ‘ 718 


068 
544 
378 


OYS 
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Exuisir 53B—Continued 


Tabulation of adjusted program estimate for the Consular-America 


house program 
Germany—Continued 


i Contin- ' 
Construction Or Subtotal 


genck 


PRINCIPAL RESIDENCE 


Bremen 
Dusseldorf 
Munich 
Frankfurt 7 
Hambur 9, 000 
Stuttgart 
Berlin 


40) “ 
37, 400 
37,400 
$7, 400 
44, 900 
, 000 47,400 


000 4, 800 
b 


Potal, principal residenc 
SU perce! t 


AMERICAN HOUSES 


400, 525 146. 000 
486, 2 148, 600 
302, 160 139, 200 
460, 525 146, 000 


lotal, American House 


Consulate 
Staff housing 


Principal residence 


i835, 400 lf 1S. 186 


4, 40K 2s, GRO, O25 
109, 400 s, 404, 400 
merican houses 9, 725, 49] 


972, 300 697, 79 


Total 53, 999, 902 5 309, 4 5 : 


Architects and engineers, 5 
percent 


19, 402 


Communication and powe1 
equipment 


Total 


Cut in 
Preadjusted deutsche- 
marks 


Consulates 096 640, 2 
Staff housing 698 | 238, 659 
Principal residences 003 4618 
American housing , 258, 771 5 486, 2 
Total 


568 10. 404 
Architects and engineers 


3. O78 


Communication and power equipment 5 454 


Total 


SU, OOO, O00 10, 404, 


1 12,805,745 5 percent = 640,287 
2 23,559,6 25 percent 
7,669,7 5,550,789 


eo 72,121+-20,184=92, 


3] 


245. 275 


4 3,094,000 20 percent =618,800 
5 9,725,491 X5 percent = 486, 
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ExnursBit 54 


Building costs adjusted to April 1952 cost index 





[Taken from Engineering News Record for September 1952. Figures compiled from 300 buildings erected 
by Turner Construction Co., New York] 







































Low | Average High 
Type ! 

Per square foot 
Apartments............-. ewstoddbesosace ane Svwadabs 7.20 | $8. 90 $11. 20 
Hotels and clubs___- , ' pt Bian 14. 50 | 22. 00 31. 50 
Office buildings sou a | 11.90 | 23. 25 37. 50 
Banks... palin swe ois . . | 22. 50 | 38. 25 50. 42 

Per cubic foot 
Apartments_.........-- nwdibickiies ee . $0. 73 $0. 93 $1. 29 
Laboratories 7 1.20 1.44 2. 36 
Office buildings. aiaas sea 1.05 | 1.75 2. 55 


Exursit 55A 


Lerrer From LELAND W. Kina, Director, ForEIGN BurLpiIncs OPERATIONS, 
To Maurice J. Mountain, Marcu 30, 1953 


DEPARTMENT OF STATE, 
Washington, March 30, 1958. 
Maurice J. Mountain, Esq., 

International Operations Subcommittee, 
House Office Building, Washington, D. C. 


My Dear Mr. Mountain: Supplementing previous material furnished to 
your committee, and in accordance with your requests during testimony, we sub- 
mit the following additional material: 

1. Description of the American Embassy in Berlin: This property was 
acquired in 1931 for $1,702,906.93, located on the Unter den Linden at the 
Bradenburger Thor, consisting of a total plat area of 66,875 square feet with 
improvements consisting of a masonry building of three stories and base- 
ment, containing approximately 100 rooms. Prior to the declaration of war in 
1941, this property was used to house all office activities of the United States 
Embassy in Berlin. The building was completely destroyed by bombing. This 
was the only property in Germany acquired by this Government by purchase 
prior to the war. The residence for the Ambassador was a leased property. 

A residence property, belonging to the estate of Albert Eckstein, located 
in the Gruenwald district of Berlin, was acquired as a free gift under the 
provisions of a will probated May 6, 1944, in New York. he residence 
building on this property was also completely destroyed during the war. 

2. Standards utilized by FBO in the acquisition or planning of diplomatic 
and consular establishments: There is attached hereto a bibliography and in- 
dex of a general working instruction manual governing both domestic and 
foreign operations; also, copy of space allotment outline guide for planning 
and cost estimating on office buildings. A considerable amount of the mate- 
rial listed in the bibliography will undoubtedly be of no interest to your 
committee, but we will be very glad to furnish any item thereon for your 
detailed perusal. 

In connection with the acquisition of improved properties in all categories, 
a primary guide is covered by the attached instruction of February 20, 1948, 
subject: A method of Determining the Justified Original Expenditure for 
Acquisition of Property in the FBO Program. Additional instructions on 
size, location, character, and value certifications are covered by attached 
circular instruction of April 9, 1946. 

General instructions on the protection of United States interests in ac- 
quiring property are covered by Foreign Service Serial No. 430 of September 
20, 1945. 

It is the fixed policy that all property acquisitions be finally approved by the 
Washington FBO office prior to any commitment in the field. The final authori- 
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zation is made in the Office of the Director by a close study of field investigation 
material and the application of experience factors by real-estate experts. In the 
acquisition of residential units, for the Ambassadors and top-ranking officers, it 
is virtually impossible to establish uniform criteria that would be applicable ia 
the some 72 capital cities (292 diplomatic and consular posts) to which this Gov- 
ernment is accredited. This is especially so in the acquisition of improved prop- 
erties. Requirements of location, architectural styling, representation space 
needs, and wide variations in both real property and construction costs preclude 
any practical standardization guides. Where new design and construction are 
involved, the architects are thoroughly familiarized with the individual post 
requirements and local construction techniques, and every effort is made to produce 
representative structures at reasonable cost. In all of the major residential 
projects, the chief of mission and the principal interested officers of the post and 
the Department are consulted. The norm for residences of chiefs of mission are: 
reception room with adequate wardrobe facilities, large living or drawing room, 
library, adequate dining room, 4 to 6 bedrooms, and service facilities sized to the 
individual house and representation requirements. The latter vary widely ac- 
cording to geographic location and with the political and economic importance of 
the United States representation. The cost of maintaining any given property 
is always a primary consideration, both as to the costs which are borne by the 
Government and to those which devolve upon the Ambassador or ranking officer. 

We also are enclosing a copy of the Foreign Service Manual containing a codi- 
fication of existing regulations regarding office and residential quarters, some sec- 
tions of which pertain to the matter of acquisition of properties abroad. 

Sincerely yours, 
L. W. Kina, 
Director, Foreign Buildings Operations. 


(Attachments: Bibliography and Index of General Working Instructions; A 
Method of Determining the Justified Original Expenditure for Acquisition of 
Property in the FBO Program, February 20, 1948; Circular Instruction of April 
9, 1946; Foreign Service Serial No. 430 of September 20, 1945; Foreign Service 
Manual; Space Allotment Outline Guide.) 


Exarsit 55B 
BIBLIOGRAPHY AND INDEX OF GENERAL WORKING INSTRUCTIONS 
PROPERTY ACQUISITIONS—INSTRUCTIONS 


September 20, 1945: Foreign Service Serial 430 (outline for acquisition). 

April 9, 1946: Property acquisition (quotes FLC telegram March 27, 1946). 

June 13, 1946: FLC operating directive 21—A. 

June 25, 1946: Airgram, property acquisition. 

July 17, 1946: Transmittal FLC directive 21—A. 

October 31, 1946: FLC operating directive 21-A (supplement). 

November 18, 1946: Transmittal FLC operating directive 21-A (supplement). 

January 9, 1947: Responsibility of FBO. 

April 25, 1947: Requesting status. 

September 15, 1947: Documents required. 

February 12, 1948: Comments. Sample-expert’s opinion, contract and deed. 

February 20, 1948: FBO. Computing justified original expenditures. 

March 25, 1948: Memo, purchases versus leaseholds (no 99-year leases uniess 
impossible to acquire freehold). 

May 27, 1948: Requesting report of status of authorizations. 

October 27, 1948: Data and information required for proposed acquisitions. 

February 21, 1949: Certification of value to OFLC. 

September 3, 1949: Circular airgram. Certificates of value to Department. 


REPORTS TO FBO 


January 7, 1947: Larkin’s letter enclosing forms of reports. 

Undated: FWA form SE-2-A P-908. 

Undated: FWA form SE-2 P-81. 

August 16, 1948: Circular to all field offices re reduction in telegraphic expense. 
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PUBLIC LAWS AND ACTS 


May 7, 1926: No. 186, 69th Congress—Foreign Service Buildings Act, 1926. 
May 29, 1928: No. 586, 70th Congress—amends law of 1926 

May 25, 1938: No. 543, 75th Congress—additional funds. 

April 19, 1945: No. 33, 79th Congress—amends law of 1926 


i, 
July 25, 1946: No. 547, 79th Congress—availability of 125 million. 


LEASES AND LICENSING 


March 17, 1947: Licensing Government-owned property. 

February 2, 1948: Notes on leasing—Federal Security Administration, staff 
officer training program 

August 3, 1948: No apportionment of rent when United States Government 
acquires between rent days property which was, prior to acquisition, rented by th« 
Secretary of State or other tenants. 


CONTRACTS AND RELEASES 


Undated: Form—contractor’s release and guaranty 

November 14, 1947: Foreign Service serial 786, cautions on releases. 
June 19, 1947: Department of State contract form M-—125 

Undated: Sample contract for construction 

June 10, 1948: Contracts executed in the field. 


REIMBURSEMENT BY OTHER GOVERNMENT AGENCIES FOR SERVICES (BUILDINGS 
January 26, 1948: Foreign Service serial 813—Reimbursement for services but 
not as rent. 


February 24, 1948: Circular airgram amending Foreign Service serial 813 
January 26, 1948. 


PROCEDURE ACCOUNTING FOR FOREIGN CURRENCY 


December 27, 1946: United States Treasury Department circular No. 799. 

January 31, 1947: Memo to FBO representatives—Transmits Treasury circular 
799 

March 19, 1947: Foreign Service serial 699—Requests estimated requirements 

January 22, 1948: Accounting—Use of funds—Nomenclatures. 


BNGINEERING DATA 
January 2, 1948: FBO form $1—Requirements for surveys and soil data. 


Undated: FBO form—Questionnaire for new projects. 
October 20, 1948: Progress photographs. 


SECURITY 
December 2, 1947: Memo to FBO representatives—Security considerations. 
TECHNICAL SERVICES AND FEES 


March 22, 1948: Memo to FBO field representatives—Architectural services. 
Undated: The Institute of South African Architects scaie of professional fees. 


FBO SUPERVISOR RELATIONSHIPS 


February 2, 1949: Cireular instruetion—Operational responsibilities of FBO 
regional supervisors. 


MAINTENANCE 


July 15, 1949: No. 1008—Custody, maintenance, and administration of Foreign 
Service property. 
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Exureir 55C 


Meruop OF DETERMINING THE JUSTIFIED ORIGINAL EXPENDITURE FOR 
ACQUISITION OF PROPERTY IN THE FBO Proaram, Fespruary 20, 1948 


FeBRUARY 20, 1948. 
To: FBO personnel reference material. 


From: L. W. King, FBO. 
Subject: A method of determining the justified original expenditure for acquisition 
of property in the FBO program. 


In the acquisition of property, primary consideration should always be given 
to the economie factors of initial outlay costs versus the 


1} 
allowan¢ 


yield in terms of rental 
e and rental cost savings, increased efficiency through consolidation of 
iffices, ete. (assuming that the basic requirements of proper location 
mprovements, etc., first meet the required standards 

The fact that the current market is a sellers’ market and generally inflated, and 
also that the rates of exchange against the dollar are generally unfavorable 
re recognized in relation to the subject matter At the same time the fact that 
we are now concerned largely with the utilization of foreign curreney credits 
has much to do with authorizations, since this is an importan: and effective way 


quality of 


if recovering assets owing to this Government, but these transactions are reflected 
in the records of FBO and through the budgetary and appropriations procedures 


ya dollar basis, at the official rates of exchange. These factors serve to 
+} 


accen 


( 
lit 
ill 


ie necessity for establishing acquisition costs based on a justified-expenditure 
analysis and, where it is necessary to depart from a justified-expenditure figure, 

ch departure should be examined and reportea on carefully and fully, consider- 
ing such factors as inflation and adverse exchange rates. 

There are two ways in which property can be acquired: (1) In fee simple or 
outright purchase, and (2) by leasehold or long-term lease. Where property is 
acquired in fee simple, the type of materials in the structure will determine its 
ife; for example, if the structure is constructed of stone, brick or other permanent 
materials, the life should be estimated at 60 years. Where the type of materials 
ised is wood or other materials conducive to quicker depreciation, the life should 
be estimated at 30 years. Regardless of the type of structure, there will usually 
be some salvage value plus the full current value of the land at the end of the 
assumed life. However, for purposes of estimating, the entire value of the prop- 
erty should be depreciated in the period specified. For property to be acquired 
2s a leasehold, the term of the lease should not be less than 99 -vears (properties 
should be acquired in fee simple wherever possible). 

The justified original expenditure in acquiring property is the present value 
of the rental savings effected, minus the initial expense of improvements, @ltera- 
tions and repairs, and minus also the maintenance, operating costs end taxes, 
Present value of annual payments of $1 at a 2% percent interest rate for a 
period of 60 vears is $30.908656. This means that if this amount is put in a 
bank paying 24% percent compound interest, the benk can meke payment of $1 
each year for 60 years.) In order to arrive at the justified expenditure, all factors 
must be reduced to present values. Items such as the initial improvements, 
alterations and repairs should be estimated and represent present values. How- 
ever, for annual charges, such as maintenance end operating costs, including 
texes, if any, these must be converted to present values at a specified rate of 
interest. Present values must also be obtained for the annual rental savings 
effeeted 

The rete of depreciation is dependent on whether property is acquired in 
fee simple or leesehold and, if the former, is further dependent on the type of 
meterials contained in the structure. The total depreciation is automatically 
amortized over the life of the structure or the term of the leasehold and, there- 
fore, this factor requires no further consideration. 

From the foregoing there remain to be converted to present values the effec- 
tive annual rental savings, maintenance, operating and tex costs. The first 
step in making this determination is establishment of an interest rate which is 
considered a fair return on the Government’s investment. The rate most gen- 
erally ased is 24% percent. The present values at this rate of interest for 30, 60, 
and 99-year periods are 20.930293, 30.908656, and 36.529458, respectively. For 
practical purposes these factors can be reduced to the whele numbers 20, 30, 
and 36. The present values may be determined by multiplying the recurrent 
annual costs of these items by the appropriate factors. Upon determining the 
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present values for rental savings, maintenance, operation and taxes, the justi- 
fied original expenditure for acquiring property can be obtained by the follow- 
ing formula: 
OE=PV(f)r—[(I+A+R)+ PV(f)(m+o+t)] 
or 

The justified original expenditure equals the present value of rental savings 
minus the initial costs of improvements, alterations and repairs, and minus the 
yresent value of annual costs of maintenance, operation and taxes. The symbol 
Py designates the present value and (f) the factor to be used. 

An illustration for determining the justified original expenditure, assuming that 
certain information is given, follows: 

Suppose the property to be acquired has a building on it with 60-year life and 


Present value factor= (f) 30 
tental savings=r-_ _- 

Initial improvements Seaitieiss 500 
Initial alterations = A_ 200 
Initial repairs = R bn dde sik 300 
Annual maintenance costs 

Annual operating costs 

Annual tax costs=t 


OE=PV(f)r—[((I+A+R)+PV(f)(m+o+t)] 

OE =30 X 3,000 — [(500 + 200 + 300) + 30(100-+ 100) } 
OE=90,000 — 7,000 

OE=83,000 


For a quick rule of thumb estimate for determining the justified acquisition 
cost, the annual savings effected can be multiplied by the appropriate present 
value factor and an estimated flat percentage deducted to account for items of 
expense. For example, if the annual rental savings is $2,000, the life of property 
is 60 years, and the percentage of items of expense for initial improvements, 
annual maintenance costs, etc., is estimated at 25 percent, the justified acquisi- 
tion cost is $2,000 X 30 X 0.75 = $45,000. 

Where property cannot be obtained in fee simple but only on a ground rental 
basis, 999-year ground rental leaseholds should be obtained, as the increased 
amount between 99 years and 999 years is small and for all practical purposes the 
longer terra amounts to a fee simple acquisition. This is explained as follows: 
If the rate of increase in present values is plotted versus time, the result is a pa- 
rabola with the curve increasing rapidly at first and then with gradually decreasing 
increments finally leveling off to approach infinity. Four a 2% percent interest 
rate, the curve would approach infinity at a factor of 40. In the case of a 3 percent 
interest rate, the curve would approach infinity at a factor of 33% and for a 1 
percent interest rate, the curve would approach infinity at a factor of 100. For 
a 2% percent interest rate at 60 years, the factor is 30.90866 with factors of 36.61411 
and 39.01490 for 100 and 150 years respectively. It can be seen that after the 
150th year, the difference to the maximum that can be obtained is 40 minus 
39.01490 or a very small amount. 

L. W. Kine, JR., 


Acting Chief, Foreign Buildings Operations. 


Exurpit 55D 
OUTLINE FOR THE ACQUISITION OF Property, SEPTEMBER 20, 1945 
Foreign Service Serial No. 480 


DEPARTMENT OF STATE, 
Washington, September 20, 1945. 


Unrestricted 
OUTLINE FOR THE ACQUISITION OF PROPERTY 


To American Diplomatic and Consular Officers. 
Sirs: For your possible use in the future there is enclosed an outline for the 
acquisition of property, containing the requirements in taking title to property 
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and in submitting the accounts therefor to the examining officers of this Govern- 
ment. 

Circular instructions dated November 15, 1927, and June 29, 1929, are hereby 
canceled, 

Very truly yours, 
FrRaNK McCarruy 
(For the Acting Secretary of State). 

(Enclosure: Outline for acquisition of property.) 

Embassy or Legation File No. 124.1. 

Consulate File No. 125. 1. 

Number of index cards: 1. 


OUTLINE FOR ACQUISITION OF PROPERTY 


The following procedure has been approved by the Department of State and 
should be followed in securing title to property authorized to be purchased in 
foreign countries in the name of the United States of America: 

1. Written agreement of sale should be executed for conveyance of unencum- 
bered fee-simple title to the United States of America, to be registered in accor- 
dance with the laws of the country of the locality in which the property is located, 
and should contain a specific provision to the effect that payment of the considera- 
tion is conditional upon the receipt of an opinion by a competent, disinterested 
expert to be selected by you, certifying that— 

(a) Description of property in agreement of sale corresponds exactly with 
description in valid deeds and in office in which conveyances and other 
instruments affecting title to real property are officially recorded; 

(b) There are no mortgages, liens, charges, incidents of tenure, easements, 
or any other incumbrance, cloud, or defect of any kind recognized by the 
law of the country as affecting title; 

(c) The vendor has a perfect, exclusive, and unencumbered title to the 
property and full power to convey it to the United States of America, to- 
gether with the reasons for that opinion. 

2. When deed has been executed and recorded, obtain expert’s certificate setting 
forth that: 

(a) It is in the form approved and uniformly used in the country; 

(b) It has been recorded in full compliance with law; 

(c) All steps necessary to insure a perfect, unencumbered title on behalf 
of the United States have been taken. 

3. In the selection of the disinterested expert, due consideration should be given 
to his qualifications to perform the work and the amount of his fee should be sub- 
mitted to the Department for its approval before engaging his services. 

4. Whenever possible, one draft should be drawn covering the entire trans- 
action and payments should be made in accordance with the terms of the contract 
of sale, including purchase price and any expert’s fees or surveyor’s fees, and any 
other incidental expenses, such as water rights. Your accounts should show 
payments as currently made and should be supported by properly receipted 
vouchers. 

5. The original and one certified copy of each document relating to transfer of 
property should be sent to the Department. One certified copy should be retained 
in the records of the Embassy or Legation, Consulate General, or consulate as the 
case may be. If under local law the original documents must be retained by the 
local land records, certified copies in duplicate should be forwarded to the 
Department. 

6. The original deed and all other essential documents should be in the English 
language unless the laws or regulations of the place where the property is located 
require that they be executed in the language of that locality, in which event an 
accurate English translation of each document should be made in duplicate, one 
copy to be sent to the Department with the documents in the foreign language 
and the other copy retained in the records of the Embassy, Legation, Consulate 
General, or consulate as the case may be. 

7. The contract or deed should contain the most complete description of the 
property possible under local laws and customs, including its area and boundaries, 
distances, directions and angles between marks and monuments. Where the 
local regulations permit, a statement should be included that a plan of the prop- 
erty is attached to and made a part of the contract. 

8. Legal right should be obtained to the permanent flow of any stream of 
water which may run through the property. 
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Obtain, when possible, from appropriate local municipal or Federal author- 
3 written confirmation that the property will not be subject to street extensions 


through or encroachments on the property after purchase. 


3y decision No. A—24872 dated February 13, 1929, the Comptroller Gen- 
| has ruled that in the acquisition of sites for buildings in foreign countries pur- 


uant to the Foreign Service Buildings Act there is no legal authority to pay for 


» service of lawyers ‘‘as such”’ but that existing laws authorize the employment 


of such person or persons as may be needed to negotiate for the purchase of prop- 
erties; the preparation of abstracts or certificates of title or services comparable 
to the preparation of such documents; and such other technical services as are 
authorized by section 5 of the Foreign Service Building Act subject to the limita- 


ons therein provided lherefore, whenever it becomes necessary to employ the 
ices of a competent disinterested expert in connection with the purchase of 
perties, the bill for such services should be rendered for services performed by 
an agent or expert or expert in land titles, et cetera, as the case may be, and the 
ices should not in any case be described as legal services or services performed 
lawyer or attorney at lay In your accounts covering expenditures for such 

ices, they should pe simuarty dese ib d 
This Outline for Acquisition of Property should be brought to the attention 


of all certifying and disbursing officers. 


Exurpit 55E 
SELECTED SECTIONS OF THE FOREIGN SERVICE MANUAL 


DEPARTMENT OF STATE 
Washington, D. C 
Transmittal Letter: A-35 
Date: July 9, 1951 


Votume I—ADMINISTRATION 


MATERIAL TRANSMITTED: 

Part III, Administrative and Technical Services 

Section 700, Office and Residential Quarters, pages 700 through 760. 
EXPLANATION: 

a. Section 700 represents a codification of existing regulatory materials 
relating to the acquisition, improvement, disposition, maintenance and 
management of Government-occupied property abroad, amended to conform 
with current practice of the Division of Foreign Buildings Operations. The 
following provisions will be of particular interest: 

(1) Procedures for recommending purchase, improvement, or lease of 
quarters have been standardized (sections 711 and 721). 

(2) Requirements for consultation with Foreign Buildings Operations 
field representatives have been added (sections 711.4, 724 and 734). 

(3) Authority and responsibility for the renewal of lease agreements 
have been assigned to the principal officer (section 726.1). 

(4) Responsibility for the preservation and maintenance of Govern- 
ment-occupied property has been assigned to the principal officer, except 
that in large posts he may designate another officer as responsible. 
Employees occupying Government residence Quarters are responsible for 
preservation of their quarters (section 371). 

(5) A requirement that Foreign Buildings Operations representatives 
report on technical inspections of all buildings at the posts to which 
accredited has been added (section 741). 

(6) Reports on the monthly status of Foreign Buildings Operations 
allotments have been eliminated. 

(7) Reports on the condition of Government-owned or -leased proper- 
ties at the time of transfer of office have been eliminated. 

b. The following regulations and instructions are hereby canceled: 


Chapler IV. Foreign Service Regulations 
IV-—3, except notes 16 and 17 
IV—4, and notes 1 and 2 
IV—6, and note 1 
IV-8, and notes 1 through 7 





710 


711 


~I 
bho 


728 
730 
731 
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Foret 


an Service Se als 


No. 430 dated September 20, 1945 
No. 786 dated November 14, 1947 

No. 901 dated Septemb«e r 9, 1948 

No. 975 dated February 23, 1949 

No. 1008 dated July 15, 1949 

No. 1040 dated December 13, 1949 


No. 1091 dated August 21, 1950 


Unnumbered Instru ms 


ec. Foreign 
re sponsibilitis 
been taken u 


in full force 


January 9, 1947—‘‘Government of U. 8. Property Acquisitior 


Program in Foreign Countries” 

September 15, 1947 Government of U.S. Property Acquisi- 
tion Program in Foreign Countries’ 

May 27, 1948—“Government of U. S Property Acquisition 
Program in Foreign Countries’ 

October 7, 1949 Government of U. 8. Property Acquisition 
Program in Foreign Countries”’ 

Service Serial 968, February 2, 1949, regarding the operational 

s of Foreign Buildings Operations regional supervisors, has 

p in part but is not canceled by this issuance; it will continue 


and effect until the pertinent provisions have been covered in 


the appropriate sections of the manual 


‘ILING INSTRI 


a. File sectio 


b. Remove 


lations and ir 


CTIONS: 
700 immediately after page 672 
1 


nd destroy or cancel by pen and ink as appropriate, all regu- 
structions listed in paragraph 2b. 


700 OFrricE AND RESIDENTIAL QUARTERS 


({,OVERNMENT-OWNED QI RTER 
Recommendatior s tor Acquisition and [Improveme! t 


| 


) 


> 
o 


I~J-J ~] 


l 

l. 
l, 
1.4 


Proe 


T 


bo 


topo tht 


~ 


Nts sis 


eed eh fm heh femme sh mech fet fee bs es feet fed beet 


6 
nd 


t 


tepai 


—www 


a 

J 
2 
3 


Disposition 


Submission of Recommendations 

Data submitted for Acquisitions 

Data submitted for Improvements 

Consultation with Foreign Buildings Operations Representatives 


Limitation 
Employment of Expert 
Agreement of Purchase 
Special Rights 
Payments 

Disposition of Purchase Documents 
Improvements 
Limitation 

Contracts 

General Release 

and Sale 


LEASED QUARTERS 
Submission of Recommendations 
Drafting Lease Agreement 


Exhibit 
Prohibitions 
Consultatior 
Execution o 
Renewal of 

726.1 

726.2 

726.3 


722— Model Lease 

Governing Lease Agreements 

1 with Foreign Buildings Operations Representatives 
f Lease Agreement 

Leases 

Responsibility for Renewing Lease 

Procedure 

Renegotiation of Lease 


Termination of Leases 


727.1 

727.2 
Repair and 
PRESERVATI 
tesponsibili 


Notice of Termination 

Memorandum of Agreement 

Improvement of Leased Quarters 

ON AND MAINTENANCE OF GOVERNMENT-OCCUPIED PROPERTY 
ty for Preservation and Maintenance 
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732 Routine Maintenance of Government-Owned Property 
732.1 Contractural Services 


= 


732.2 Painting 


733 Maintenance Services for Leased Quarters 

734 Consultation with Foreign Buildings Operations Representatives 
740 Reports ON GOVERNMENT-OCCUPIED PROPERTY 

741 Inspection by Foreign Buildings Operations Representatives 
742 Reports by Foreign Service Inspectors 

743 Reports of Damage to Government Property 

749 ‘Transmittal of Copies to Foreign Buildings Operations Representatives 
750 MANAGEMENT OF GOVERNMENT RESIDENCE QUARTERS 

751 Allocation of Quarters 

752 Substitute Occupancy 

753 Surrender of Quarters 

754 Use of Government-Owned Furniture 


754.1 Removal 
754.2 Storage 
755 Utilities for Government-Owned Residences 
755.1 General Utilities 
755.2 Telephone Service 
756 Custodial Services 
756.1 Single Family Units 
756.2 Multiple Residence Units 
756.3 Special Services 
57 Protective Services 
58 Unoccupied Government Residence Quarters 
60 FURNISHING OFFICE AND RESIDENCE QUARTERS 


“sist 


700 OrricE AND RESIDENTIAL QUARTERS 


710 GOVERNMENT-OWNED QUARTERS 
711 Recommendations for Acquisition and Improvement 
711.1 Submission of Recommendations 
Recommendations pertaining to the acquisition by pur- 
chase or construction or the alteration of Government- 
owned buildings and grounds shall be submitted to the 
Department by operations memorandum, subject: Build- 
ings, or despatch and included in the annual budget sub- 
mission. In the event of emergency repairs, recommenda- 
tions and cost estimates shall be submitted by air priority 
operations memorandum or despatch, or by telegram, with 
complete details in a following operations memorandum. 
No expenses shall be incurred in preparing recommenda- 
tions such as drafting plans to scale or photographing build- 
ings, unless specifically authorized by the Department. 
711.2 Data Submitted for Acquisitions 
tecommendations for the acquisition of property will be 
supported by the following data: 

a. Locations of property, including address by street 
and number and narrative statement of the type of 
surroundings, such as residential, commercial, indus- | 
trial, et cetera, and future trend of district. f 

b. Map of the city, showing location of property and 
of the principal commercial firms and government 
offices. 

c. Site plan or rough sketch with dimensions. 

d. If improved property: 

(1) Photographs of grounds and _ buildings, | 
showing orientation of buildings on site and inter- 
ior views. 
(2) Floor plans to scale or rough sketches show- | 
ing dimensions of rooms, location of windows and 
doors, and allocation of space by personnel and | 
function for office layout, with a statement of the 
net useable area in square feet. 
(3) Elevation of structure. 4 


| 





et 
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4) Narrative statement of the age and condi- 
tion of the structure and repairs or improvements 
needed. 

e. Estimated cost, including estimated cost of initial 
repairs. 
f. Price at which similar property has sold, and 
dates. 
g. Assessed value if on tax roll, and percentage of 
real value represented by assessments 
h. Recommendations of principal officer. 
711.3. Data Submitted for Improvements 
Recommendations for the improvement or alteration of 
Government-owned property will be supported by the 
following data: 
a. Identification of property to be improved 
b. Narrative describing proposed improvement, in- 
cluding type of construction et cetera, and outling ad- 
vantages to be gained by alteration, including a state- 
ment of present difficulties which will be remedied. 
ec. Rought sketch showing desired alteration 
d. Estimated cost 
e. Recommendation of principal officer 
711.4 Consultation with Division of Foreign Buildings Operations 
Representatives 
Foreign Buildings Operations regional supervisors and 
supervisors of construction, where assigned, shall be con 
sulted for technical assistance and advice regarding pro- 
posed acquisition or improvement of Government quarters 
prior to forwarding recommendations to the Department 
When a Foreign Buildings representative submits a recom 
mendation direct, a copy shall be given the principal 
officer, who shall submit his comments to the Department 


Procedures 


712.1 Limitation 
The Department will instruct the post specifically wit) 


respect to all negotiations leading to the pur 
ment, or construction of property No post 





sf impro 
hall take ar 
action concerning the acquisition or alteration of propert 
except in accordance with the instructions of the Depart 
ment 
712.2 Employment of Expert 
When authorized by the Department to purchase pr 


erty, the post shall select a competent disinte: ted exp 
vith legal knowledge to draw up or approve the neecessa) 
documents in connection with the purchase The post 


shall submit an estimate of the fee for these services and 
receive the Department’s approval before contracting for 
any expert legal services After the Department has 
authorized employment of the expert, he shall search the 
title and report that 
a. The description of the property 
of purchase corresponds exactly with the 
valid deeds in the office in which conve 
instruments which affect title are official 
b. There are no mortgages, liens, charges, in 
of tenure, easements, or any other encumbrance, cloud 
or defect of any kind recognized by the laws of the 
country as affecting the title 
e. The vendor has a perfect, exclusive, and unencum- 
bered title to the property and fu No ) V 
to the United States of America, together with the 
reasons for that opinion 
After the purchase is completed, the expert shall 
certifv to points a, b, and ¢ above and further that 
d. The deed is in the form approved and uniformly 
used in the country 
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e. The deed has been filed and recorded in accord- 
ance with local law and that the United States of 
America is now the legal owner of record. 

f. All steps necessary to insure a perfect, unencum- 
bered title on behalf of the United States have been 
taken 

‘eement of Purchase 


~] 
- 


When authorized by the Department to purchase property, 
the post shall execute a written agreement of purchase, which 
shall specifically: 

a. Convey unencumbered, fee simple title to the 
property to the United States of America. 

b. Provide for the registration of the deed or its equiva- 
lent in accordance with the laws of the country in the 
locality where the property is situated. 

c. Provide that payment of the purchase price is con- 
ditional upon the receipt of an opinion from a competent, 
disinterested expert to be selected by the post, certifyir 
to all the points listed in section 712.2. 

d. Include the most complete description of the 
property possible under local law and custom, which 
shall correspond exactly with the description in valid 
deeds in the offices in which conveyances and other 
instruments effecting title to real property are officially 
recorded, including its area, boundaries, directions and 
angles between marks and monuments, and, where local 
regulations permit, have attached a plan of the property 
as part of the contract. 

e. Provide that the sale is subject to completion of a 
field verification survey and its acceptance by the Depart- 
ment; this survey shall be made by a competent dis- 
interested engineer and/or land surveyor selected by the 
post, who shall be duly authorized to practice in the 
locality and who shall show by certified plat any discrep- 
ancies between actual field conditions and the recorded 
title documents, i. e. true boundary dimensions, azimuths, 
angles and land area per field survey, encroachments, 
easements, burial plots, streets, strips of land reserved 
preventing lawful ingress or egress to public thorough- 
fares, and/or any other field conditions revealed by his 
inspection which might adversely affect the interest of 
the United States and which may not appear in the abstract 
of the title. 

712.4 Special Rights 
If a stream of water runs through the property, the water 
rights shall be investigated, and legal right to the permanent 
flow of water shall be obtained. If necessary, written confirma- 
tion shall be obtained when possible, from appropriate local 
authorities that the property will not be subject to the extensions 
of any streets through or encroachments upon the property 
after its purchase. Any other special rights should be conveyed 
by the deed transfering title. 
712.5 Payment 
When possible, the purchase price and the fees of any experts 
and surveyors and other incidental expenses, such as water 
rights, shall be paid at the time of the transfer of title. After 
all payments in connection with the purchase of the property 
have been made, the post shall report promptly by operations 


memorandum, subject: Buildings, any balance of funds au- 
thorized. 


712.6 Disposition of Purchase Documents 
The original and one certified copy of the original contract 
and deed and all other essential documents shall be forwarded 
to the Department under cover of an operations memorandum, 
subject: Buildings, and one certified copy shall be retained in 
the post files. Whenever possible, these documents shall be in 
the English language; if the local law requires these documents 


ig 
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to be executed in the language of the country where the property 
is located, an accurate certified English translation shall accom- 


pany each original and copy If the local law requires that the 
original documents be retained by the authorities, two certified 
copies shall be sent to the Department In addition, one certi- 


fied copy of the expert's certificate required in sect n 712.2 
shall be attached to the voucher for payment for the property. 
713 tepairs and Improvements 
713.1 Limitation 
Repairs, improvements, and alterations to Government- 
owned buildings, 


grounds, furnishings, and equipment shall 
be made only within the limits of funds authorized for that 
purpose. Minor repairs shall be made from allotments for 
maintenance; reque for funds for initial or major repairs 
improvements, or aiterations shall be submitted to the 
Department in accordance with section 711. 
713.2 Contracts 
Contracts for initial repairs, improvements, new con- 
struction or alterations shall be entered into in accordance 





ith existing regulations and only when specifically 
authorized by the Department. Each such contract shall 
nelude provision for furnishing a satisfactory general 
release as specified in section 713.3 upon completion. 
Kach contract shall be assigned a consecutive number from 
the post’s regular contract series. The original and two 
copies of the contract and of the Certificate of Award on 
Standard Form 1036, prepared in accordance with I FSM 
V 210, shall be forwarded to the De 
copy shall be retained in the post file 

713.3 General Release 
At the time of settlement of any contract for initial 








artment, and one 


repairs, improvements, new construction, Or alterations, a 


general release shall be obtained from the contractor in 
such form and containing such terms and conditions as 
shall be acceptable to the post, including specific provision 





that all claims as 


} 


ainst the Government of the United States 
vy virtue of and arising out of the contre are settled. 
The original shall be sent to the Department and a copy 
retained in the post file. 
714 Disposition and Sal 

Government-owned property shall be disposed of only in accordance 

with specific instructions from the Department. 

720 LEASED QUARTERS 


7) 


72 Submission of Recommendations 





Recommendations for the lease or rental of quarters shall be sub- 
mitted by operations memorandum, subject: Buildings Chis opera- 
tions memorandum shall transmit a copy of the proposed lease and 


shall cover the data required in section 711.2 a, b, c, and d, and: 

a. Whether any repairs or improvements are needed and whether 
they are to be done by the lessor or are unavoidably to be for the 
tenant’s account 

b. Whether or not any part of the leased quarters will be used 
as a residence or for private purposes by an Foreign Service 
personnel. 

ce. The per annum rental. 

d. Explanation of any divergencies between the draft lease 
and the model lease in exhibit 722. 

e. Recommendations of the principal officer. 

722 Drafting Lease Agreement 
The lease agreement shall be drafted as closely to the model lease in 
exhibit 722 as local law, customs, and conditions permit, and in ac- 
cordance with the following instructions: 

a. The lease shall be dated and assigned the appropriate contract 
symbol number. 

b. The full name and address of the lessor shall be included and 
the lease shall be executed in the name of ‘‘The Secretary of State 
of the United States of America acting by Soir 
American 2 age (Name) 

(Title 





= 
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c. The premises shall be fully identified and described, including 
a statement of the area covered by the lease. In the case of rooms, 
the floor and room number shall be ineluded. 

d. If the lease is executed by an attorney, agent, or trustee on 
behalf of the lessor, three authenticated copies of his power of 
attorney, or other evidence of authority to act on behalf of the 
lessor, shall be furnished with the lease. 

e. The term of the lease shall be for a definite period with pro- 
vision made for renewal and for termination at the option of the 
lessee upon proper and reasonable notice of a determination to 
close the post, or to change the grade of the post, or in the event 
that the United States Government acquires its own property. 

f. The lease shall clearly specify the facilities to be furnished 
by the lessor such as heat, light, water, and janitor service. 


g. The lease shall require the lessor to maintain the premises 
in good repair (including periodic repainting and/or repapering 
and tenantable condition, especially halls, stairways, elevators, 


and other public conveyances and conveniences; for which full 
and sole responsibility shall rest upon the lessor 

h. The lease shall exempt the lessee from responsibility for 
repairing damages due to ordinary wear and tear, fire, earthquake, 
storm, war, civil disturbances, and other conditions beyond his 
control 

i. Taxes, assessments, and other charges of a public nature 
shall be borne by the lessor 

j. The lease shall call for payment of rent in the currency speci- 
fied in the Department’s authorization. The lease shall preferably 
provide for monthly rental payments, and in no case shall it call 
for advance payments beyond the end of the then current fiscal 
vear unless specifically authorized by the Department. Annual 
payment of rent in advance should not be recommended unless 
the post is reasonably satisfied the lessor will carry out his obliga- 
tions. In such event, the lessor should be induced to grant a 
discount of at least 5 percent and to provide for a pro-rata rebate 
in case the lease is terminated before its expiration. 

k. The lease shall allow for installation and removal of Goy- 
ernment-owned fixtures 

1. The lease shall allow for the display of the American flag and 
coat of arms and for appropriate office signs. 

m. If required or allowed by local law, the lease shall be recorded. 








LEASE 
Contract Serial No. 
between 
and 


THe SeEcRETARY OF STATE OF THE UNITED Sratres OF AMERICA 


1. This lease, made and entered into this - day of acsua .- in the year 
one thousand nine hundred and . by and between ............-....- 
whose address is __- (add, where circumstances require: for 


himself, his heirs, executors, administrators, suecessors and assigns) hereinafter 
called the Lessor, and the Secretary of State of the United States of America, 
acting by - Kaa en, PORT cals: be saad) i ceeds § 84d ic Se ; 
hereinafter called the Lessee: 

Wirnessetu: The parties hereto for the consideration hereinafter mentioned 
covenant and agree as follows: 

2. The Lessor hereby leases to the Lessee the following described premises, 
a 


to be used for a (diplomatic and/or consular) establishment in ___...........-- 
and for such other purposes as the Lessee may desire, this lease canceling all 
other agreements heretofore entered into by the said parties relating in any way 
to the said premises herein described. 
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3. TO HAVE AND TO HOLD the said premises with their appurtenances for the 


term beginning _______- se eer ost, Sn @OGING 25 0 an 3 Se oa er 2 

4. This lease is renewable under the same terms and conditions set forth herein 
expiration for a further period of __.._..._ years or until bs iW Saba 
provided notice be given in writing to the Lessor at least months before 
this lease would expire. It is further understood and agreed that in case the 
Lessee decides to remove his establishment from or change 
the grade thereof, or in the event that the Government of the United States 
acquires its own property in ------ , he shall be at liberty to terminate this lease 


upon giving notice to the Lessor 30 days in advance, without the Lessor having 
right to any payment other than for rental to the date the Lessee surrenders the 


premises. 
5. The Lessor shall furnish the Lessee during occupancy of said premises under 
the terms of this lease, as part of the rental consideration, the following: 


(Here insert a full and clear description of the facilities to be furnished, 
such as heat, light, janitor and custodial services, elevator service, toilet 
facilities, and provision for access to the premises at all times and hours) 

and the said Lessor accepts full and sole responsibility for the payment of all 
taxes and for any other charges of a public nature which are or may be assessed 
against the property of which the premises covered by this lease form part 

6. The Lessor shall, unless hereinafter specified to the contrary, maintain the 
said premises, public halls, entrances to building, elevators, stairways, and public 
toilets in good repair and tenantable condition, including repainting and/or 
repapering, during the continuance of this lease, except in case of damage arising 
from the act or the negligence of the Lessee, his agents or emplovees, the Lessor 
being aware that the Lessee intends to store irreplacable material therein and 
that the keeping of the premises in good repair and tenantable condition is par- 
ticularly essential to make them appropriate for use by an agency of the Govern- 
ment of the United States. For the purpose of so maintaining the premises, the 
Lessor reserves the right at reasonable times to enter ahd inspect the premises 
and to make any necessary repairs to the premises leased 
7. The Lessor undertakes to maintain the sidewalk before the entire building 
in proper condition and free of ice and snow and to accept all responsibility in 
connection therewith, as well as to maintain in proper condition all halls and 
stairways, elevators, toilets, or other conveniences intended for the use of the 
Lessee, his agents and employees, and the public; the Lessor accepting full and 
sole responsibility for any claim arising in connection with damage sustained 
through the use of such halls, stairways, elevators, and conveniences 

8. The Lessor agrees that the other premises in the building shall not be let 
and/or used for any illegal or immoral purpose, nor for gambling nor for the sale 
of alcoholic beverages and to take into aceount in this connection the fact that 
an agency of the Government of the United States of America oceupies part of 
the building. 

9. The Lessee shall have the right, during the existence of this lease, to make 
alterations, attach fixtures, and erect additions, structures, and signs in or upon 
the premises hereby leased and particularly to affix a flagstaff and office signs and 
insignia outside the building on such part of the premises leased (provided such 
alterations, additions, structures, or signs shall not be detrimental to or ineon 
sistent with the rights granted to other tenants on the property or in the building 
in which said premises are located); which fixtures, additions, or structures so 
placed in or upon or attached to the said premises shall be and remain the property 
of the Lessee and may be removed therefrom by the Lessee prior to the termination 
of this lease, or within a reasonable time after the lease is terminated; and the 
Lessee, if required by the Lessor, shall restore the premises to the same condition 
as that existing at the time of entering upon the same under this lease, reasonable 
and ordinary wear and tear and damage by the elements or by circumstances 
over which the Lessee has no control, excepted: Provided, however, that if the 
Lessor requires such restoration, the Lessor shall give written notice thereof to 
the Lessee 30 days before the termination of the lease. 

10. The Lessee shall pay the Lessor for the premises rented at the following 
rate, dependent upon the annual appropriation of funds by the Congress of the 
United States of America: 

(The rental consideration shall be specified in the currency stipulated in 
the Department’s authorization. See sec. 722] with reference to advance 
payments.) 

11. Whenever the said premises or any essential part thereof shall be destroyed 
by fire, earthquake, war, civil disturbance, or other casualty, this lease shall, in 
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case of total destruction or on being rendered unfit for further tenancy, immedi- 
ately terminate and, in case of partial destruction or injury, shall terminate 
at the option of the Lessee upon giving notice in writing to the Lessor within 20 
days after such fire or casualty, and no rent shall accrue to the Lessor after such 
termination. Should the Lessee elect to remain in premises rendered partially 
untenantable, a proportionate rebate or reduction of prevailing rental payments 
will be allowed 
12. In the event the Lessor fails to fulfill any of the conditions of this lease, 
and where this lease specifically provides no other remedy for such failure, the 
Lessee is entitled either to terminate this lease without previous notice or at his 
option to take any measures which he may deem necessary to establish the con- 
ditions contemplated by this agreement and at the entire expense of the Lessor. 
13. The stamp duties for this lease shall be paid by the Lessor and the English 
ersion is to be preferred for interpretation thereof 
IN WITNESS WHEREOF, the parties hereto have hereunto subscribed their 
lames and set their seals as of the date first above written. 


Witnesses 
Lessor [SEAL] 


The Secretary of State of the United 
States of America, Lessee [SEAL] 
Witnesses: 


By 


American 


~I 
bo 
oo 


Prohibitions Governing Lease Agreements 
In no instance shall a lease include provisions for: 

a. The payment by the lessee of insurance charges on buildings 
or other appurtenances to the realty, or on property whether 
privately- or Government-owned. 

b. The assumption by the lessee of responsibility for damage 
occasioned by visitors through the use of halls, stairways, elevators, 
or other conveniences at their disposal. 

ce. A lien in favor of the landlord upon Government property or 
furnishings in an amount equal to the rental consideraiion. 

d. The payment of a bonus or premiums in connection with the 
procurement of quarters. 

e. The submission of disputes to arbitration or to the local courts. 

Consultation with Divison of Foreign Building Operations Representatives 
Foreign Buildings Operations regional supervisors and supervisors 
of construction, where assigned, shall be consulted for technical assist- 
ance and advice regarding proposed lease or rental of quarters prior to 
forwarding recommendations to the Department. When a Foreign 
Buildings Operations representative submits a recommendation direct, 
a copy shall be given the principal officer, who shall submit his com- 
ments to the Department. 
725 Execution of Lease Agreement 
When the selected quarters and the basic terms of the lease have 
been approved by the Department, the principal officer shall execute 
the lease agreement in an original and four signed copies, except that if 
the lease deviates significantly from the model lease or basic terms ap- 
proved, he may be instructed to forward the lease after signature by 
the lessor for final approval and execution by the Department. The 
original and two copies shall be forwarded to the Department, a copy 
provided the lessor, and a copy retained in the post files. If local law 
requires retention of the original by the authorities, one additional 
signed copy shall be executed and forwarded to the Department. 
726 Renewal of Leases 
726.1 Responsibility for Renewing Lease 
The principal officer shall have full responsibility for giv- 
ing timely notice of renewal of a lease in accordance with its 
terms, bearing in mind that an option to renew is a valuable 
right to be preserved by timely exercise of the option to 
avoid either a possible loss of the quarters or increased 


“I 
No 
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rental \ principal officer may recommend to the De part- 


ment that a lease not be renewed and that new quarters 
be obtained, in which case he shall submit full particulars 
as described in sections 711.1 and 721 for specific authoriza- 
tion 
726.2 Procedure 
When provided for in the original lease and if in accord- 
ance with the laws and customs of the country, renewal may 
be made by either (1) an exchange of letters, in which case 
three copies of each letter sent bv the principal officer to 


lessor and the original and two signed or certified copie 





each of the lessor’s letters shall be forwarded to the 


2) asupplement to the original lease or 





ment, or 
mal m 
shall be forwarded to the Department in original and two 


is, In which case the s ippl mentary 











signed copies. Such renewal agreements shall bear the 
same contract symbol number as the original lease with at 
additional amendment number to be assigned consecutively 
in ler each ontrat 
726.3 Renegotiation of Lease 
If the lease contains no provisions for renewal, a new leas 
shall be negotiated in due time to avoir uncertainty or 
confusion concerning the availability of the space or of the 


post’s intention to continue oeccupances 
727 Termination of Leases 
727.1 Notice of Terminatiot 


When a lease is to be terminated, in the event of the clus- 
ing of the office, removal to Government-owned quarters, or 
other special circumstances, the principal officer shall give 

imely notice of termination in accordance with the pro- 

sions of the lease Three copies of each letter sent by the 
principal officer to the lessor and the original and two signed 
or certified copies of each of the lessor’s letters, all bearing 
the same contract number as the original lease, shall be for- 
warded to the Department If a lessor agrees, for his own 
convenience or for other reasons, to terminate a lease as of 


any date earlier than the date which would be permitted to 
he lessee by the terms of the lease, that rlier termination 
late should be availed of to effect savings in rent and other 
ad costs, provided that there is reasonable assurance 


1e premises will be relinquished 


overt 








727.2 Memorandum of Agreement 
Upon relinquishment of the premises, a memorandum of 
agreement, stating that the pren s have been returned to 
the lessor free of any and all claims against the United States 
(Government or al | 
shall be prepared for 
nal and two signed 
the contract number 
warded to the Department 
728 Repair and Improvement of Leased Quarters 
Every effort shall be made to insure that the lessor carries out his 


responsibilities for maintaining the premises in good repair and to per- 








suade the less rto make any needed alterations, Iimproveme! Ss. or re- 
pairs at the time of renewal or renegotiation of the lease. Necessary 
minor repairs which are not the 
approved lease may be performed within the limits of funds allotted for 
maintenance in accordance with section 734. Details of any ne 
alterations, improvements, or major repairs which are not the respot 
sibility of the lessor or which will require renegotiation of the lease, as 
with increased rental, shall be referred to the Department by operations 
memorandum, subject: Buildings, in accordance with section 721 


responsibility of the lessor under the 





‘ssary 
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730 PRESERVATION AND MAINTENANCE OF GOVERNMENT-OCCUPIED PROPERTY 


731 Responsibility for Preservation and Maintenance 
The principal officer shall be responsible for the preservation and 
maintenance of all United States government-occupied property at his 
post, except where specific responsibility for certain property may have 
been assumed by representatives of other Government agencies. He 
shall insure that all reasonable precautions are taken against loss, theft, 
or damage, including periodic inspections of buildings for evidence of 
disrepair and fire hazards, and of fire extinguishers and similar equip- 
ment. In a large post where personal supervision by the principal 
officer is impossible, he may designate the administrative or another officer 
as responsible for Government-occupied property; the Department shall 
be informed of each such designation. Any employee occupying 
Government residence quarters shall be responsible for the preservation 
of the assigned buildings, grounds, and Government-owned furniture 
and equipment during his term of occupancy and shall be required to 
pay for any loss or damage due to waste, neglect, or improper usage; 
the principal officer may require from each such individual a statement 
whereby the employee assumes and acknowledges his responsibility. 
732 Routine Maintenance of Government-Owned Property 
732.1 Contractual Services 
To the extent possible and practical from the standpoint 
of economy and security, regular maintenance and custodial 
services for office and residential quarters shall be provided 
by contract rather than by direct employment of personnel. 
Such contracts shall be with responsible firms or individuals 
and shall provide for the performance of stated services for 
a fixed fee for an agreed period of time and not for personal 
services On a time basis. 
Painting 
The exterior of buildings shall be painted no more fre- 
quently than once every 3 years and the interiors once 
every 4 years. If climatic or other compelling factors 
require more frequent painting, posts shall request author- 
ity from the Department and allocation of necessary funds. 
733 Maintenance Services for Leased Quarters 
The terms of the lease and local law and custom will generally 
determine the kind and frequency of maintenance services to be pro- 
vided by the lessor and by the Government. When reasonable and 
necessary repair and maintenance services are not the responsibility 
of the lessor, the. Government will bear reasonable costs in the same 
manner and subject to the same conditions as for Government-owned 
quarters. 
734 Consultation With Division of Foreign Building Operations Representatives 
Foreign Buildings Operations regional supervisors and supervisors 
of construction, where assigned, shall be consulted on special main- 
tenance arrangements involving increases in costs and may be con- 
sulted on routine maintenance problems. 
740 Reports ON GOVERNMENT-OCCUPIED PROPERTY 
741 Inspection by Division of Foreign Buildings Operations Representatives 
Foreign Buildings Operations regional supervisors, deputy regional 
supervisors, and supervisors of construction where assigned, shall 
make periodic technical inspections of all Government buildings at the 
post of residence and at other posts to which accredited in accordance 
with their instructions from the Department. A copy of all such in- 
spection reports shall be transmitted to the principal officer of the 
post concerned. 
Reports by Foreign Service Inspectors 
Whenever a Foreign Service inspector finds evidence of damage or 
disrepair not previously reported, or makes new recommendations 
concerning arquisition, alteration, or maintenance of Government- 
occupied property, he shall report his findings to the Department, 
together with comment concerning possible negligence on the part 
of the principal officer. 


~] 
os 
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743 Reports of Damage to Government Property 

Whenever extensive damage occurs to Government property, the 
principal officer shall report the details by operations memorandun 
subject: Buildings, together with an estimate of the cost of repail 
except that emergency damage may be reported in summary by air 
priority despatch or telegram. In the event of damage to Govern- 
ment residence quarters or Government-owned furniture or equip- 
ment, the principal officer shall make an investigation and, whenever 


in his opinion the loss was due to waste, neglect, or improper 


ise Dy 
any employee, report the circumstances. Employees responsible for 
damages will be required to make restitution. . 
14-748 (Unassigned) 
19 Transmittal of Copies to Division of Foreign Buildings Operations Repre- 
sentatives. 
If a post fall 
Buildings Ope 





s within the jurisdiction of any Division of Foreign 
rations field representative, one copy of all reports o1 
Government-occupied property shall be forwarded to the Division of 
Foreign Buildings Operations regional supervisor or supervisor of con- 
struction at his post of residence 


750 MANAGEMENT OF GOVERNMENT RESIDENCE QUARTERS 
751 Allocation of Quarters 


The principal officer shall allocate Government residence quarters 
among United States citizen employees in such manner as to effect the 
utmost saving in rental and quarters allowances, provided the quarters 
thus assigned are adequate for the needs of the employee and his family 
and provided such allocations tend to fulfill the purpose for which the 
buildings were acquired. Employees are expected to occupy the quar- 
ters made available to them. Properties purchased primarily for 
military and other attaches or for other than Foreign Service personnel 
shall not be allocated or re-allocated to Foreign Service personnel except 
upon authorization of the Department unless the military or other 
attache assignment has been abolished. 

752 Substitute Occupancy 

If an employee occupying Government residence quarters is tem- 
porarily absent from the post for an extended period, and no member 
of his family remains in them, another employee may be authorized 
to occupy the quarters when practical. If, however, the absent em- 
ployee has left his personally owned furniture or belongings in the 
quarters, his consent shall first be obtained, unless the post has infor- 
mation from the Department that the absent employee is not likely 
to return. In such circumstances, the administrative officer shall take 
whatever measures are necessary to safeguard the personal belongings 
of the absent employee, including storage at Government expense, not 
to extend beyond the date of arrival at the new post of duty, unless, 
by reason of lack of transportation or other emergency, forwarding of 
the effects is impossible. 

753 Surrender of Quarters 

When an employee occupying Government-owned quarters is sepa- 
rated from the Service or is assigned to another post or when the quar- 
ters are assigned to another officer by the principal officer, the occupant 
shall be required to surrender the premises immediately, the property 
to be in good condition and cleared of all personal belongings 

754 Use of Government-Owned Furniture 
754.1 Removal 

Employees occupying Government-owned residence 
quarters shall not remove, or permit removal of, any Gov- 
ernment-owned property, except upon instructions of the 
administrative officer. The administrative officer may 
reassign items of Government-owned property but shall not 
alter, discard, sell, or dispose of any item of Government 
property without authorization of the Department or as 
provided by regulation. 
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rage 
When an employee occupying Government residence 
quarters has his own furniture which he prefers to use in 
place of the Government household furniture and when no 
other employee can use the Government furniture to ad- 
vantage, the employee may store the Government-owned 
furniture at his own expense. 
Utilities for Government-Owned Residences 
755 ] General ilities 
} ges for light, heat, fuel, gas, electricity, and water 
1 by Foreign Service personnel in connection with 
‘occupancy of Government residence quarters will be 
by the post in accordance with prevailing rates for 


ilar quarters in the locale and within the limits of allot- 
ents. The administrative officer shall establish the 
maximum amount which will be paid for each utility serv- 
ice for each Government residence. 
Te lep! one Service 
755.21 The post will pay the expenses of the initial in- 
stallation and removal of telephones in Gov- 
ernment residences. The occupant shall be re- 
quired to pay the continuing service charge. 
a general rule, the post will pay charges for the 
installation and removal of only one standard 
telephone instrument in each Government- 
owned or-leased residence and the trunk line 
serving it In the case of a large building, or 
when required by unusual circumstances, the 
post may pay for the installation and removal 
of more than one instrument, upon the deter- 
mination of the administrative officer that addi- 
tional service is required by the public interest, 
. provided that allotments are not exceeded. 
755.23. When Government residence quarters are unas- 
signed, continuing telephone service charges 
may be paid by the post, upon a finding by the 
administrative officer that such action will be 
more economical than the payment of removal 
and subsequent installation charges. 


} 
rh 
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756 Custodial Services 
756.1 Single Family Units 

An employee occupying a single family Government 
residence shall employ personally necessary custodial 
emplovees Government paid personnel shall not be 
employed to perform normal routine housekeeping duties. 
When the assigned quarters are more spacious, involving 
more expensive upkeep than the employee would normally 
incur for himself at the same locations, the principal officer 
may authorize payment by the post of the charges over 
and above that which the empioyee would normally incur 
on his own behalf. Any such authorization shall be re- 
ported to the Department, by operations memorandum, 
subject: Buildings. In countries where budget and fiscal 
operations are centralized, officers in charge of constituent 
posts shall refer requests for exceptions to the administra- 
tive officer of the principal post for approval and report 
to the Department. 

Muitiple Residence Units 

In Government-owned apartment, dormitories, and 
other multiple-unit buildings, post janitor service shall be 
provided by the post, preferably on a contract basis. 
Such service shall be limited to heating and air-conditioning 
the building and maintaining the grounds, building, and 
other communal areas clean and in good appearance and 
condition. 
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(96.3 Special Services 
Special maintenance and repair services for Government 
residences shall be obtained at the post’s expens This 
necludes services suc as sweeping chimneys, cleaning 
flues and boilers, and lubricating and conditioning ait 
conditionir and other mechanical equipment, ex t 
when the terms of the lease obligate the lessor to bear suc! 
( enses When practical and economical ul services 
shall be obtained « i mitract basis for all Gov rn 
property at the post 
7504 Prote Live mervices 
When the p | officer f ier 4 CO! ul langer to G 
ernment-owned property from insurrection, ban atta rt 
causes, protective services shall be provided he ( ‘ ens 
Such services shall be obtained on a contract basis, where practical and 
e( omical 
758 Unoccupied Government Residence Quarters 
The administrative officer is re sponsible for keeping vacant quarters 
clean and aired and generally ir adiness for f re o Dancy 
760 FURNISHING OFFI AND RESIDENCE QUARTERS 
fhe policy and procedures governing the furnishing of office nd 
Government-owned or-leased residences are set fort} n seetion 200 


Exuipir 55] 
Space ALLOTMENT OUTLINE GuIpt 
DEPARTMENT OF STATE FOREIGN BUILDINGS OPERATIONS 
Compiled from reference plans and field instructions 


The attached sheets are intended as a guide in estimating the size and cost of 
the average embassy or legation office building and as a basis for preparing pre 
liminary plat 

For cost-estimating purposes, add 10 percent for expansion then 30 percent of 
the total net space to obtain the gross area figure allowing for corridors, toilets 
stairways, machine rooms, elevators, wall thicknesses, etc. 

The actual number of employees and functional units and charts involved at 
each mission are to be obtained from the regional bureau, with an estimate of 
predicted personnel 5 years hence. 

Attention is called to the fact that : 1s given are guides. Commonsense and 
discretion must be exercised in varying areas for given occupation according to 
importance necessity and specialized requirements of individual posts. 
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Seidwe eld 
A. Entrance lobby (variable) approximately 700 
Consider visitor’s coatroom, public toilets, telephone booths, 

rece ptionist, guards, etc., in connection with this area. 
B. Offices of chief and deputy chief of mission: 
Chief 100-500 
Deputy chief 300-400 
Secretaries (joint 200 
teception area 300 
Note.—Secretaries area may form part of general re- 
ception space. There should be a private connection be 
tween chief and deputy chiefs private offices, if practicable 
Consider private toilet facilities, closets, ete 
C. Offices for political and economic sections: 
Political officer 225 
Political and labor reporting officer 200 
Secretary (reception) 150 


Notre.—This secretary should be close to both political 
officers and may be part of reception area 
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(. Offices for political and economic sections—Continued 
Clerk-stenographers 
Clerks 


Nore.—In general file rooms allow 9 square feet per file 
case—legal size cases. Areas given for clerks, 
under 100 square feet ‘“‘per person’’ apply only to spaces 
having more than 1 person. Where only | such person is 


etc. 


housed room should be minimum of 100 square feet. 


1). Offices for consular section: 
Consular officer 
Secretary’s and reception_. 
Clerks 


Note.—Preferable to separate clerks from public by 
counter. Provide for small washbasin in public area for 


washing after fingerprinting. 
Reception area ; 
ik. Offices for Administrative Section: 
Administrative officer 
teception area, with clerk-stenographer _ - 


Courier service supervisor (close to administrative officer) - . - 


Mail, records, and file room 


For mail clerk, records clerk, file clerk, and general clerk. 


This room should have an incinerator. Door to corridor 


should have wicket or pass-through window. 
Code room 


This room should have heavy, vault-type masonry walls 


with access only from mail room. No windows. 


mechanical ventilation (and air conditioning 


necessary ). 
Payroll office 


For disbursing officer, 2 accountants and clerk. 


General Service officer (including secretary) 
Office for 2 clerks and messenger 


Provide 
where 


I’. Offices for U. S. Information Service (for administration only. 
Facilities to be provided for library, theaters, etc., to be governed 
by nature of program in each instance—determined in conjunction 


with USIS): 
Public affairs officer 
2 secretaries 
Clerk 
Cultural affairs officer 
secretary 
Clerk 


(If combined, allot about 250 square feet. 


Information and press officer 
Radio specialist 
Radio specialist, laboratory 
Clerks 
Translators 
Motion-picture officer 
Laboratory 
Clerks 
Publications editor (including secretary) 
G. Military missions: 
Army section: 
Attaché 
Assistant attaché 
Warrant officer 
Enlisted men 
Civilians 


1 Per person. 
+ Normal 
§ Each. 


» as 


Square feet 
1 60-75 
1 60-75 


995 
22: 


150 
1 60-75 


200 


200 
200 
125 
400 


te 


200 


350 


975 


afd 


200 


225 
180 
100 
225 
150 
150 


225 
100 
100 
3 60-75 
3 60-75 
100 
100 
3 60-75 
225 


225 
150 
150 
1 60-75 
1 60-75 
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G. Military missions—Continued 


Navy section: Square feet 
Attaché _ - 225 
Assistant attaché 150 
Enlisted men 1 60-75 
Civilians : 1 60-75 

Air section: 

Attaché : 225 
Pilots oa 3125 
Enlisted men__- 1 60-75 
Civilians _ __ 1 60-75 


Per person 
Each. 


Miscellaneous service areas 


In estimating total space requirements for cost purposes or in planning space 
layouts, the following miscellaneous services must be considered, but areas must 
be determined by needs of individual missions: 

(a) Kitchen and eating facilities (canteen) 

(b) Chauffeurs, including dressing room. 

(c) Messengers. 

(d) Guards, watchmen, and janitor’s locker room. 

(e) Custodians’ locker room. 

(f) Charwomen’s locker room. 

(g) Toilet facilities for each of above, combined as practicable. 
(h) Building service maintenance shop 

(7) Storage; loading and unloading. 

(k) Machinery (boiler, elevator, air conditioning, ete 


Exuisit 56 
EXPENDITURE OF COUNTERPART FUNDS 


Executive OFFrice OF THE PRESIDENT, 
OrFIcE OF THE DirEcTOR FOR MuTvuAL SEcurRIry, 
Washington, D. C., March 18, 1952. 
Hon. CuHar.tes B. Brownson, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN Brownson: In reply to your letter of March 16, 1953, I 
have the following comments regarding the general questions you have raised: 

1. Both GARIOA and ECA-MSA counterpart funds result from loeal currency 
deposits made by the German Government to match the dollar expenditures of 
the United States for assistance to Germany. The GARIOA deposits were at 
first made pursuant to the appropriation act provisions for the Government and 
Relief in Occupied areas (GARIOA), and later pursuant to the Eeonomie Coopera- 
tion Act, as amended, and the Mutual Security Act of 1951, as amended. Gen- 
erally, the obligation to deposit is met with the deutschemark proceeds derived 
from the sale of the commodities imported into Germany with United States 
dollar assistance. GARIOA counterpart is usable first for such purposes as the 
United States may direct, and only if there is a balance remaining may it be used 
for jointly-programed purposes beneficial to the Federal Republic. The balance 
of the ECA—MSA counterpart fund, i. e., the amount remaining after deducting 
the part transferred to the GARIOA counterpart account pursuant to section 
114 (i) of the Economic Cooperation Act of 1948, as amended, and after deducting 
the 10 percent portion reserved for United States use pursuant to section 115 (h 
of that act, can be expended only pursuant to programs jointly agreed upon 
between the United States and the German Government. From the foregoing 
very general explanation, it can be seen that counterpart cannot be treated as 
“internal revenue” of the Federal Republic except to the extent that the United 
States may permit it to be used for purposes beneficial to Germany. 

2. The counterpart funds are not recoverable in dollars, wit’: minor exceptions 
explained below. A portion of the appropriated dollar funds for aid to Germany, 
which gave rise to the counterpart funds, will be recovered *s a result of the recent 
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settlement agreement shortly to be submitted to Congress for approval. 
$1 billion which are to be repaid over a 35-vear period as a result of this 
reement represent a scaling-down of the dollar aid of over $3 billion. Credit 
was given to the German Government in the debt negotiations to the extent that 
the counterpart of the dollar aid allotted through June 30, 1951, was used for 
United States purposes, but no such credit applies to accumulations of later date. 
Since the final settlement of $1 billion is substantially less than the total dollar 
aid and since one of the primary considerations in the debt negotiations was the 
ability of the Federal Republic to repay, it is not possible to state how much 
he final settlement would have been had not an adjustment been made in 
the $3 billion initial claim to take into account the total of counterpart used for 
| nited States Government expe nditure S. 

In one other sense it may be said that counterpart is recoverable in dollars 
with respect to the 10 percent amount earmarked for United States use pursuant 
to section 115 (h) of the Economie Cooperation Act. If any part of this amount 
is not used for Mutual Security Program administrative and operating expenses 

for basic materials, it may be turned over to the Treasury Department where 
it ean be purchased by other United States Government agencies for dollars which 
have been appropriated by Congress. 

3. As a result of the Mutual Security Act of 1951 and agreement with the 
Federal Republic, 10 percent counterpart funds allocated for United States 
purposes deposited after June 30, 1951, may be spent by the United States outside 
Germany. This would be accomplished, for example, through conversions into 
other currencies, using the European Payments Union mechanism. The rest of 
the counterpart funds in Germany, including GARIOA counterpart, would not 
generally be used outside Germany 

1. The expenditures of counterpart refiect an outlay in dollars only in the sense 
that such counterpart is deposited by the German Government to match the 
dollar assistance of the United States. The dollar assistance, however, has been 
calculated on the basis of German needs for dollar goods, with the counterpart 
funds representing an additional technique used by the United States to control 
an equivalent amount of internal resources of Germany. 

Since counterpart funds are only part of the local currency spent within the 
country, it is not possible to say with complete assurance the difference it would 


larger t 


make if they were spent for housing, capital equipment, or foodstuffs. This would 
depend on how the other funds available to the Federal Republic are spent. In 
the past, most of the counterpart has been spent for investment. 

Sincerely yours, 


Haroup E. Strassen, 
Director for Mutual Security. 








